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The Association endeavors to avoid, as far as pos- 
sible, contentious questions, and in particular questions 
relating to the domestic policy of any given nation. 
Attention is to be fixed rather upon those underlying 
principles of international law, international conduct, 
and international organization, which must be agreed 
upon and enforced by all nations if peaceful civiliza- 
tion is to continue and to be advanced, A list of pub- 
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INTRODUCTORY NOTE 


Space will not permit the publication of all the official 
correspondence regarding reparations that has been ex- 
changed since last January, when each of the Allied Powers 
drew up a plan for the settlement of reparation and the inter- 
allied debts (see International Conciliation, No. 184, March, 
1923, which was the second series of Documents regarding 
the European Economic Situation. Series No. I was pub- 
lished in January, 1923, in International Conciliation No. 
182). The French plan provided certain penalties which 
were to be operative if the German Government should refuse 
to carry out the plan. One of the penalties mentioned was 
military occupation of the Ruhr Basin. The French proposals 
were rejected by the British Government, as were the British 
proposals by the French Government. A few days later the 
French entered the Ruhr. The German policy of “passive 
resistance,’’ which followed, became a principal point of 
controversy in the succeeding correspondence. 

No further attempts were made to adjust the problem until 
the German Government delivered its note of May 2 to the 
Allied Governments and the United States. This note pro- 
posed that the sum total of Germany’ sreparationobligations be 
fixed at 30,000,000,000 gold marks, two thirds of which should 
be raised before July 1, 1927, by a foreign loan, and the balance 
in two instalments before July 1, 1931. This the German 
Government considered to be the utmost limit of Germany’s 
capacity to pay. In case the proposal did not meet with 
approval, it was further proposed that the whole reparation 
problem be left, in accordance with Mr. Hughes’s suggestion 
of last December, to an impartial international commission. 
It was added, moreover, that passive resistance in the Ruhr 
would not be discontinued “until the areas occupied in excess 
of the stipulations of the Treaty of Versailles have been evac- 
uated.”” The French and Belgian Governments in a joint 
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reply declared that they could not consider any German 
proposal while this resistance continued, that the amount of 
Germany's obligations had been fixed by the Reparation 
Commission, that they would not consent to a reduction of 
their own credits, and that they had already at the Conference 
of Paris rejected the idea of substituting an international 
tribunal for the Reparation Commission. The British 
Govérnment, in replying, expressed great disappointment 
at the inadequacy of the sum offered, the impractical nature 
of the terms of payment, and the indefiniteness of the guaran- 
tees. The Italian and Japanese Governments both rejected 
the proposal on the ground that it did not offer a practical 
basis for negotiations. The United States made no reply. 

On June 7, the German Government submitted new rep- 
aration proposals, specifying the precise nature of the guaran- 
tees the Government was in a position to offer, repeating the 
offer to accept the decision of an impartial international body 
as to Germany’s capacity to pay, and urging that a conference 
be summoned to adjust the reparation problem. No formal 
replies were ever made to these proposals. The British 
Government appeared to be willing to accept them as a 
basis of discussion, but, in a communication dated June 10, 
delivered verbally to Lord Curzon by M. Poincaré, the 
French Government expressed the hope that Great Britain 
would join France and Belgium in informing the German 
Government that passive resistance must cease before nego- 
tiations with Germany could be considered. A divergence 
between the French and British points of view became 
apparent, and on June 13 the British Prime Minister sub- 
mitted to the French and Belgian Governments a question- 
naire, asking (1) the exact meaning of “cessation of passive 
resistance in the Ruhr”; (2) what changes would take place 
in the administration of the occupied area following the 
cessation of passive resistance; (3) the minimum amount of 
reparations that would be considered acceptable; and (4) 
what guarantees of payment would be required. On July 3, 
the Belgian Government stated its position on the question 
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of passive resistance; a note of July 6 outlined the French 
position and repeated the French stand with regard to repa- 
rations. 

On July 20, Lord Curzon submitted to the Allied Govern- 
ments a draft of an identic reply to the German proposals of 
June 7. The draft note proposed an examination by impartial 
experts, in collaboration with the Reparation Commission, 
into Germany’s capacity to pay. It indicated to Germany 
that her proposed guarantees depended on the stabilization 
of the mark, the balancing of the German budget and like 
factors, to which no reference had been made in the German 
memorandum. The note advised Germany to withdraw 
passive resistance ordinances and decrees and to make an 
unequivocal disavowal of acts of sabotage and violence, 
implying that such action would probably lead to a recon- 
sideration of the conditions of occupation, and a gradual 
return to normal conditions in the Ruhr. 

The French and Belgian replies to the British note em- 
bodying this draft identic reply, delivered July 30, rejected 
the British proposal. The Italian reply of August 2, though 
disagreeing in some particulars, in general accepted the plan. 
As it was to be a joint answer, however, nothing came of it. 

The British Government then addressed a new note to 
France and Belgium on August 11, together with a memoran- 
dum on the interallied debts. The principal features of the 
note were the British contention that the occupation of the 
Ruhr is illegal, that on France’s own showing the occupation 
“may be extended indefinitely, if not in perpetuity” and that 
an inquiry by an impartial commission into Germany’s 
capacity to pay is necessary since “the Reparation Com- 
mission has become in practice an instrument of Franco- 
Belgian policy alone.” The British Government declared a 
willingness to demand no more, whether from Germany or 
in repayment of interallied debts, than would cover the 
British payments to the United States. 

The French reply of August 20 rejected the proposal of an 
inquiry by impartial experts into Germany’s capacity to pay, 
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restated the French demand of 26,000,000,000 gold marks 
for reconstruction purposes, in addition to the amount of the 
war debts owed by France to Great Britain and the United 
States, and declared that neither the United States nor Great 
Britain would be paid until France had received the entire 
26,000,000,000 gold marks. Occupation of the Ruhr was to 
continue until payment was made, or a satisfactory method of 
payment arranged. The reply of the Belgian Government 
on August 27, though more conciliatory in tone, agreed in 
substance with the French note. 

On September 26, by proclamation of the German Reich, 
passive resistance in the Ruhr was abandoned. The German 
Government on October 24 addressed a Note to the Repa- 
ration Commission requesting it to examine the resources 
and capacity of Germany and to give representatives of the 
German Government a hearing. The request was granted, 
and German delegates will appear before the Reparation 
Commission on November 24. 

A new attempt to adjust the reparation problem was made 
on October 12, when the British Government inquired 
whether the United States would be willing to participate in 
an economic conference which should make an impartial 


inquiry into Germany’s capacity to pay. Mr. Hughes, in an 
aide-mémoire dated October 15, replied that the United 
States would be quite willing to take part in such a conference 
provided all the Allies chiefly concerned in German repara- 
tions should participate and provided the conference should 
not consider the payment of the Allied debts to the United 


States, as these are obligations quite distinct from reparations. 
The United States Government reserved decision as to the 
course it would follow in case the Powers concerned should 
not all accept the invitation. 

Italy and Belgium accepted the British proposal outright; 
France stipulated that there must be no reduction in the sum 
of Germany's reparation obligations, that the committee 
of inquiry should examine Germany's “present” capacity 
to pay, and that the inquiry must proceed on the assump- 
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tion that the occupation of the Ruhr would be continued. 

On November 9, the United States announced that it would 
be futile to undertake the proposed inquiry under the re- 
strictions insisted upon by the French Government. At the 
time this issue of International Conciliation goes to press, the 
future of the reparation negotiations remains problematical. 

The material reprinted hereafter contains the following 
texts: 

1. The German Note of May 2; 

. The German Memorandum of June 7; 

The British Note of August 11; 

The French Reply of August 20; 

The Belgian Reply of August 27; 

. The British Telegram of October 12; 

The Hughes’s Aide- Mémoire of October 15; 

The German Note of October 24, 1923, to the Reparation 

Commission; 

9. Speech of General Smuts on October 23 (that part bear- 

ing on the reparation problem). 

A list of additional documentary material and of the 
sources where this material can be found is given on page 102. 
This may prove helpful to those persons who care to give the 
reparation problem closer and more complete attention. 
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NICHOLAS MurRAY BUTLER 
November 15, 1923 


[9] 








795 


I 


THE GERMAN NOTE OF MAY 2, 1923! 
Addressed to the Allied Powers and the United States 


It has always been the point of view of the German Govern- 
ment, which they are induced to restate in the present inter- 
national discussion, that questions, upon the settlement of 
which depend the reconstruction of the devastated areas, 
equally desired by Germany, and, beyond that, the economic 
restoration and peace of Europe, can find their solution only 
through mutual agreement. 

The occupation of the Ruhr district, carried out in con- 
tradiction to the above principle, was met by the passive 
resistance of the population. The German Government share 
the wish of all reasonable people, that the tension, which is 
daily growing more accentuated, should be relieved, and that a 
stop should be put to the useless destruction of economic 
values. 

They have, therefore, decided to make a further attempt in 
this direction, without, however, abandoning the principles 
underlying their juridical point of view, or renouncing passive 
resistance, which will be continued till those territories occu- 
pied beyond the Treaty of Versailles have been evacuated and 
conditions in conformity with the treaty have been restored in 
the Rhineland. 

Notwithstanding the events of the last months, Germany 
has decided to maintain her readiness to fulfil all she possibly 
can for purposes of reparations, particularly for the recon- 
struction of the devastated areas. Every endeavor to put 
this intention into the form of practical proposals is made 
difficult, because, on account of the state of the German 
financial and economic conditions, it is impossible to estimate 
the capacity of Germany expressed in definitely laid-down 
figures. Therefore, every solution must include an elastic 


1 Reprinted from the London Times, May 3, 1923. 
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factor, which takes into account the present impossibility to 
put forward an infallible estimate. 

Furthermore, it must be borne in mind that Germany can. 
not raise capital sums of any size out of her own resources in 
the near future, because her trade balance shows no surplus, 
Therefore, she stands in need of foreign loans, for the raising 
of which the re-establishment of German credit is the first 
essential. 

Taking all this into consideration, and in conformity with 
the fundamental principle which was prepared for the Jan- 
uary Conference in Paris, the German Government sum up 
their proposals for the solution of the reparations problem and 
the political questions involved therein as follows: 

Germany’s total obligations for deliveries in cash and kind, 
as stipulated by the Treaty of Versailles, are fixed at thirty 
milliard gold marks, which are to be raised by the issue of 
loans on the international money markets at normal conditions 
in instalments of 

20 milliards up to July 1, 1927. 
§ milliards up to July 1, 1929. 
5 milliards up to July 1, 1931. 

1. Subscriptions for the issue of the first twenty milliard 
gold marks will be invited at once. The interest on the loan 
up to July 1, 1927, will be paid out of the sum realized by the 
loan, which as a safeguard would be put under the control of 
the Reparation Commission. In so far as it was not possible 
to raise the twenty milliard gold marks up to July 1, 1927, 
interest at the rate of 5 per cent. and I per cent. as sinking 
fund will nevertheless be paid from that date onwards. 

2. In case both sums of five milliard gold marks each 
cannot be fully raised within the proposed time-limits 
by means of loans under normal conditions, it should be left to 
an impartial international commission to decide whether, 
when, and how the rest is to be raised. The same commission 
is, in July, 1931, also to decide whether, when, and how the 
interest from July 1, 1923, onwards, which has not been pro- 
vided for, is to be raised. Such impartial international com- 
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mission will be either the syndicate that issues the first 
twenty milliard gold loan, or a committee of international 
business men, as proposed by the American Secretary of 
State, Mr. Hughes, and on which Germany is represented with 
equal rights, or, alternatively, an arbitral tribunal, consist- 
ing of one representative each of the Reparation Commission 
and of the German Government, with a chairman, for the 
appointment of whom, if no agreement can be reached by the 
two members amongst themselves, the President of the 
United States will be asked. 

3. Germany will undertake on account of reparation the 
delivery of payments in kind in accordance with the earlier 
agreements and pending further arrangements as to the 
amount of such payments. 

The German Government is convinced that with this 
proposal they have reached the utmost limit of what Germany 
is able to pay by the highest concentration of all her resources; 
in fact, it is highly doubtful whether in view of the heavy 
disturbances and enfeeblement caused by the Ruhr occupa- 
tion this proposal does not already surpass Germany's 
capacity. The German Government is equally convinced that 
no impartial judge could come to any higher estimates when 
taking into full account the reduction of the basis of German 
productivity and the diminution of Germany’s national 
wealth by her large former payments. 

Should others not share this opinion, the German Govern- 
ment propose to submit the whole reparations problem to an 
international commission uninfluenced by political consider- 
ations, as suggested by State Secretary Hughes. 

The German Government are prepared to provide special 
guarantees for the proposed payment. The entire property 
and all sources of revenue of the German Reich and States 
are already pledged under the Treaty of Versailles. How 
this pledge can be rendered effective for the purposes of the 
loan, and what individual guarantees should be provided, 
can only be ascertained through negotiations with the inter- 
national loan syndicate and the Reparation Commission. 
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In accordance with agreements to be arrived at, the German 
Government are furthermore prepared to devise suitable 
measures, including legislation, in order that the whole 
German national resources should participate in guaranteeing 
the service of the loan. Deliveries in kind are to be guaranteed 
by private, long-term agreements, providing for penalties in 
case of default. 

The carrying out of obligations assumed by Germany 
depends on stabilization of the German currency. 

If the German currency can be stabilized systematically 
and permanently in connection with the settlement of the 
reparations problem, the complaints of other industrial 
countries against unhealthy German competition will 
simultaneously disappear. After stabilization it will further 
be possible to reorganize the German budget, as required by 
Germany and her creditors. 

For a realization of this program it is necessary, equally 
in the interest of bond-holders, that high-handed seizure of 
pledges and sanctions should cease in future, and that Ger- 
many should be freed from its present burden of unproduc- 
tive expenditure and from its political and economic fetters. 
This implies that the administrative unity throughout 
Germany should be restored at an early date, that no further 
use should be made of the stipulations of the Treaty of 
Versailles refusing economic equality to Germany, and that, 
after stabilizing the mark, the imports of German goods 
should no longer be subjected to restrictions occasioned by 
depreciation of German currency. 

In order to promote the peace of Europe in economic 
cooperation, and to restore the natural economic inter-rela- 
tions between production and consumption, it is intended to 
provide the secure basis for an exchange of essential goods 
between the countries interested by private contracts. These 
should especially include private long-term contracts for the 
delivery of coal and coke. 

In the same interest of peaceful cooperation between 
Germany and France, the German Government, as manifested 
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in their suggestion to conclude a Rhine-pact, are prepared to 
conclude any agreement to ensure peace, based on reciprocity. 
In particular, they are prepared to come to an agreement 
obliging Germany and France to treat all contentious ques- 
tions arising between them and not amenable to diplomatic 
settlement in a peaceable international procedure—viz., all 
legal questions before an arbitral tribunal, other differences 
according to a system of arbitrations on the lines of the Bryan 
treaties. 

The German Government suggest entering into negotiations 
on a basis of the ideas set forth above. The first essential 
leading up to such negotiations must be, that the status quo 
ante must be restored within the shortest space of time. That 
is to say, that those territories which have been occupied 
over and above the stipulations of the Versailles Treaty must 
be evacuated, conditions according to Treaty terms must be 
re-established in the Rhineland, those Germans who have 
been imprisoned must be set free and those who have been 
expelled must be allowed to return to their homes and 
customary work. 

The German Government are handing an identic note to 
the Government of the United States of America, the Belgian 
Government, the French Government, and the Japanese 


Government. 


1 The above text is that of the Note addressed to the British 
Government.—The Editor. 
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II 


THE GERMAN MEMORANDUM 
OF JUNE 7, 1923! 


Addressed to the Allied Powers 


1. After full and careful consideration Germany has stated 
her sincere belief as to her capacity to make payment for 
reparation. The German Government would not be acting 
fairly, and they would not bring a real solution any nearer if, 
for the sake of a temporary alleviation of their political 
difficulties, they were to promise more than, in their judgment, 
the German people can with the utmost effort perform. 

Nevertheless, the question of Germany's capacity is one 
of fact, on which different opinions can be held, and the 
German Government admit the difficulty of arriving at any 
secure estimate in present conditions. For this reason they 
have already offered to accept the decision of an impartial 
international body as to the amount and method of payment. 
Germany can give no stronger proof than this of her deter- 
mination to discharge reparation. 

The German Government are also ready to supply all 
available information necessary in forming a reliable judg- 
ment on Germany’s capacity to pay. They will, if it is wished, 
throw open to inspection all their financial records, and 
furnish any details that may be desired concerning the re- 
sources of German industry and business. 

2. The German Government made reference to the flo- 
tation of big loans in order that large capital sums might 
accrue at the earliest possible moment to those Powers to 
whom reparation is due. Should loans on a great scale prove 
impracticable for a time, they are ready to substitute a 


scheme of annuities. 
3. Since the Allied Governments have attached importance 


1Reprinted from the London Times, June 8, 1923. 
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to Germany’s furnishing forthwith precise indications as to 
the kind and mode of guarantees which she is in a position 
to offer, the German Government propose the following as 
a part of a definitive reparation settlement: 

(a) The railway system of the Reich, with all its appurte- 
nances, will be detached from theotherState property and held 
in a separate fund, the accounts of which would be independ- 
ent of the general financial administration, and under its own 
control; and obligations will be issued up to an amount of 
ten milliard gold marks [£500,000,000], with a direct first 
charge on the assets of this administration and carrying in- 
terest at 5 per cent. as from July 1, 1927, thus securing an 
annual payment of five hundred million gold marks [£25,000,- 
000]. 

(b) To secure a further annual payment of five hundred 
million gold marks as from July 1, 1927, the German Govern- 
ment will at once subject the entire business, industry, bank- 
ing, trade, traffic, and agriculture of the country toa guarantee 
in the form of a first mortgage of ten milliard gold marks on 
real estate, whether buildings, dwellings, lands, or forests. 
The annual dues of five hundred million gold marks will be 
levied either indirectly, in the form of a general tax on all 
classes of property, or on the specific objects of mortgage. 

(c) In addition the German Government will pledge as 
security the Customs on the import of consumable articles 
other than necessaries, the Excise on tobacco, beer, wine, and 
sugar, and the receipts of the spirits monopoly. On the average 
of the years preceding the war these Customs and Excise 
receipts reached about eight hundred million marks [£40,000,- 
000]. Their yield in gold marks has now fallen to one-quarter 
on account of loss of territory and population and of the 
reduced consumption. With the recovery of the economic 
activity of Germany it will automatically increase. 

4. In conclusion, the German Government feel that they 
must lay emphasis on the following: 

In a matter so vast and complicated real progress cannot be 
made by the exchange of written documents, but can only be 
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achieved by word of mouth at the Conference table. Ger- 
many’s capacity to pay depends on the character of the settle- 
ment as a whole. The method of payment can only be ar- 
ranged in direct consultation with those who are to receive 
the payment. The guarantees can only be worked out in detail 
with the collaboration of those whom they are intended to 
serve. For the solution of all these questions oral discussion is 


essential. 

Germany acknowledges her liability to make reparation. 
The German Government repeat their request that a Con- 
ference be summoned as to how they may best discharge it. 








Ill 







THE BRITISH NOTE OF AUGUST 11, 1923! 






Addressed to the French and Belgian Governments 





THE MARQUESS CURZON TO COUNT DE _ SAINTE-AULAIRE, 
AMBASSADOR OF FRANCE, AND TO BARON MONCHEUR, AM- 
BASSADOR OF BELGIUM. 





Foreign Office, 
London, 
August II, 1923. 







YourR EXCELLENCY: 

1. The most sincere disappointment has been caused to 
His Majesty’s Government by the replies which they have 
received under date of the 30th July from the French and 
Belgian Governments to their identic notes of the 20th ultimo. 
With those notes was submitted the draft of a joint Allied an- i 
swer which His Majesty’s Government proposed should be 
sent to the German memorandum of the 7th June. The pro- 
posal represented an earnest effort on the part of His Majesty’s 
Government, whilst showing the utmost regard for the known 
views of the French and Belgian Governments, to indicate a 
practical way of arriving as promptly as possible at a final 
settlement of the question of German reparations. 

2. His Majesty’s Government had understood that there 
were in the opinion of the French and Belgian Governments 
two main obstacles standing in the way of any fresh move to 
seek such settlement: (1) the necessity of scrupulously respect- 
ing the rights of the Reparation Commission under the Treaty 
of Versailles as regards the fixing of the German debt and de- 
termining the modes of payment; and (2) the attitude of the 
German Government in encouraging passive resistance to 
the Franco-Belgian occupation and exploitation of the Ruhr. 

3. With both these questions, accordingly, His Majes- 


























' Reprinted from the British White Paper, Cmd. 1943. 


[19] 






804 


ty’s Government proposed, in their suggested reply to the 
German memorandum, to deal in a manner which they con- 
fidently expected would commend itself to their Allies. How 
completely they have been disappointed in this expectation is 
made manifest by the contents of the notes in which the 
French and Belgian Governments have replied to their pro- 
posals. 

4. His Majesty’s Government acknowledge with much 
appreciation the courteous tone of those notes. If they now 
proceed to.comment upon them, they trust that their remarks 
will be received in the friendly spirit in which they are offered, 

5. A reply seems to be all the more necessary, since, in the 
desire to avoid controversy at a critical phase, His Majesty’s 
Government refrained from sending any rejoinder to the ob- 
servations which the French and Belgian Governments com- 
municated to them over a month ago in reply to the so-called 
questionnaire which I had addressed to the two governments, 
Sooner than embark upon any controversy with their Allies, 
His Majesty’s Government preferred at that time to submit 
a definite plan of action, under which they proposed that the 
suggested inquiry into Germany’s capacity to pay should be 
conducted within the framework of the Treaty of Versailles, 
and that the German Government should be called upon to 
withdraw the orders and measures by which they have en- 
joined passive resistance. 

Furthermore, in order to comply with the declared objec- 
tion of their French and Belgian Allies to any specific bargain 
being made on this point with the German Government, the 
British proposals were restricted to an intimation that if the 
German Government were to abandon passive resistance with- 
out delay, not only would this be regarded as an evidence of 
good faith, but it would involve a reconsideration by the 
occupying Powers of the conditions of their occupation and a 


gradual return to the normal features of industrial life in the 
Ruhr. 

6. It is difficult to think in what way greater consideration 
could have been shown to the Franco-Belgian point of view. 
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7. The reception, however, that has been accorded to these 
proposals by the French and Belgian Governments in their 
respective notes of the 30th July, leaves His Majesty’s Gov- 
ernment, notwithstanding the terms of courtesy employed, 
under the painful impression that neither are their suggestions 
welcomed by their Allies, nor is their offered codperation held 
to merit consideration except on condition that no departure 
be made in any one particular from whatever France and Bel- 
gium declare to be their overriding views and decisions. 

8. It is true that the Belgian reply appears at first sight to 
be less uncompromising than the French note. But on closer 
examination it is seen that the attitude of the two govern- 
ments is for all practical purposes identical, and that, though 
the Belgian Government appear to be especially anxious for 
the continuance of friendly conversations, it is only upon con- 
dition that the substance of the Belgian claims is conceded in 
advance. Accordingly, His Majesty’s Government ask leave 
to deal with the two replies in a single answer. 

g. The first point that has struck His Majesty’s Govern- 
ment is that in neither is there any allusion whatsoever to the 
terms of the draft reply to the German memorandum which 
His Majesty's Government had proposed. The Belgian Gov- 
ernment, indeed, still remain in favor of the principle of a 
joint reply, but the French Government pass the proposal 
over in complete silence. And yet this was the main object to 
which, in their desire for the continued maintenance of Allied 
unity, His Majesty’s Government had devoted their efforts. 
The omission is hardly compensated by a series of argumen- 
tative passages, inquiries on points of detail, and offers of 
further discussions and conversations, holding out a prospect 
of an indefinitely spun-out controversy, whilst fundamental 
principles are only mentioned in order to declare that they do 
not admit of discussion. 

10. It may perhaps be said that the Belgian reply does not 
reject, as categorically as does the French, the proposal for a 
fresh investigation of Germany’s capacity to pay. But the 
consent of the Belgian Government to such an inquiry is 
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made conditional upon obtaining for Belgium and for France 
pecuniary advantages of a far-reaching kind, at the expense 
of their Allies, and notably of Great Britain. Such a sugges- 
tion appears to His Majesty’s Government to reveal a palpa- 
ble misconception of the situation. 

11. It will not be contested that there can be no use in 
demanding from Germany more than she is capable of paying. 
What is the maximum she can pay, is a question of supreme 
importance to all her creditors. It is a question of establish- 
ing a fact, on the ascertainment of which any practical ar- 
rangements or combinations for obtaining payment to the 
fullest extent possible must be based. The British Govern- 
ment accordingly proposed to take steps to ascertain this 
important fact. Belgium replies that she will not consent 
unless a corresponding advantage is obtained by herself and 
by France. His Majesty’s Government could not willingly 
enter into any such transaction. 

12. While the Belgian note does not indicate any precise 
claim, official and semi-official pronouncements by and on 
behalf of the French and Belgian Ministers have made it clear 
that the French Government wish to insist on a minimum 
payment to them of 26 milliard gold marks over and above the 
amount required to meet their debts owing to this country 
and to the United States, and the Belgian Government on a 
minimum payment of 5 milliard gold marks, for which, or for 
part of which, they now ask for further priority. 

13. If the estimate made on a 5 per cent. basis by M. Boka- 
nowski, the rapporteur of the French budget, which put the 
present value of the annuities under the Schedule of Payments 
at 65 milliard gold marks, may be accepted as an approxi- 
mately correct basis of calculation, the share of France and 
Belgium as fixed by the percentages established under the Spa 
Agreement (52 and 8 per cent. respectively) would not exceed 
34 milliards for France and 5.2 milliards for Belgium, even if 
Germany were in a position to pay the total figures of the 
Schedule. But Belgium has already, under the agreement 
which entitles her to priority payments of 2% milliard gold 
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francs (£100 millions), received approximately 134 milliard 
gold marks (£73 millions sterling), a sum far exceeding the 
receipts of any other Power. Though this priority was given 
when the total sums expected from Germany were immensely 
larger than anything that is now likely to be received, it has 
not been reduced proportionately, and it has therefore oper- 
ated to give Belgium an increasingly disproportionate share 
of actual receipts up to date. In addition, she has been entirely 
relieved of her war debts to the Allies, amounting to nearly 
£300 millions sterling. 

14. France, on the other hand, when counting on receiving 
34 milliard gold marks from Germany, would have to balance 
this amount against her debt to this country, representing 
about 12 milliard gold marks, and her debt to the United 
States, amounting at least to the equivalent of 15 milliard gold 
marks, or, together, 27 milliards, which, being set off against 
the 34 milliards to be obtained from Germany, would leave 
France with a balance of 7 milliards. When, therefore, it is 
now suggested that she ought to receive 26 milliards net, her 
total debts to Great Britain and the United States being can- 
celled, it will be seen that the demand is for an amount be- 
tween three and four times larger than would, on balance, 
fall to her share under the existing agreements. It is difficult 
to see on what grounds a failure of Germany to meet her ob- 
ligations, by which Great Britain is proportionately indemni- 
fied equally with her Allies, can be held to justify a claim by 
France to be placed, at the expense of her Allies, in a far more 
favorable position than she would have occupied under the 
Schedule of Payments itself. 

15. The Belgian proposal to grant a special priority for 
the restoration of devastated areas seems to rest on a some- 
what artificial distinction as regards damages inflicted by the 
enemy in the late war. It is a suggestion not merely that pri- 
ority should be conceded to material damages over the cost of 
war pensions, but that one particular type of material damage, 
namely, damage by land, should be selected for priority, to the 
exclusion of other forms of material damage. No justification 
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for such a proposal can be found in the armistice terms or in 
the Peace Treaty; nor is it easy to conceive what argument can 
be adduced to support it. Sunk ships and cargoes rotting at 
the bottom of the sea may not shock the eye like the ruined 
villages of France and Belgium. But they are equally material 
damage caused by German aggression, and represent equally 
heavy losses of national wealth. Great Britain’s proportion of 
reparations would not in fact be seriously altered as a result of 
priority conceded to material damages. Nevertheless, His 
Majesty’s Government would not be in favor of priority even 
on that basis, if only for the reason that certain other Allies 
would be gravely and adversely affected. 

16. In practice the suggested priority would be equivalent 
to an alteration in favor of France and Belgium of the per- 
centages of division fixed by the Spa Agreement. For it is 
clear that, if Belgian and French claims in respect of their 
devastated regions are to be met in full before the claims of 
the other Allies are considered, and if, at the same time, the 
total sums recoverable from Germany are diminished, the loss 
represented by such diminution must inevitably fall on those 
not enjoying the privilege of priority. 

17. His Majesty’s Government cannot admit that there is 
any ground whatever for revising the Spa percentages. The 
principle of a percentage division is not affected by a change in 
the total to which the percentages apply. His Majesty's 
Government cannot leave out of account the position of their 
own country. Apart from the heavy material damages suffered 
by Great Britain, His Majesty’s Government are now involved 
in heavy payments to meet unemployment, in respect of 
which they have been compelled to spend over £400,000,000 
since the armistice. They alone among the Allies are paying 
interest on debts incurred abroad during the war, representing 
a capital sum due to the United States Government of £1,000,- 
000,000 at the present rate of exchange. They alone have been 
deprived, in the Allied interest, of foreign securities estimated 
at from £700,000,000 to £800,000,000, which would otherwise 
substantially assist in the payment of the British debt in 
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America. Notwithstanding these gigantic burdens, Great 
Britain made an offer at the Paris Conference of January last 
to forego her rights to reimbursement of her damages, and ex- 
pressed her readiness, by reducing the debts of the Allies, to 
treat her share of German reparations as if it were a repayment 
by her Allies of their debts due to her. It would be inequi- 
table, and it is impossible, to ask the British taxpayer, already 
much more heavily burdened than his French and Belgian 
Allies, to make further sacrifices by modifying the Spa per- 
centages for the benefit of France and Belgium. 

18. Whilst the Belgian Government attach to their consent 
to an investigation by impartial experts of Germany’s capac- 
ity to pay a condition which renders such consent of little 
value, the French Government reject the plan altogether, and 
appear to justify their refusal by putting a series of questions 
r’hich might lead to an indefinitely protracted discussion at a 
time when prompt decision is of essential importance. As, 
however, M. Poincaré has asked for answers on the several 
points which he has raised, they may be briefly given. 

19. Astonishment is expressed that anyone should ques- 
tion the justice of the Reparation Commission’s decision in 
fixing the total amount payable by Germany at 132 milliards 
of gold marks (£6,600,000,000), and M. Poincaré sees no rea- 
sion why “an estimate made today by experts, whoever they 
may be, should be more exact than that made in 1921.” It is 
not clear to what estimate made in 1921 reference is made. 
The Reparation Commission's finding of 132 milliards of 
gold marks was a simple estimate of the amount of the dam- 
ages for which compensation was claimable under the treaty 
without any regard to the question of Germany’s capacity to 
pay them. It is true that the Schedule of Payments subse- 
quently adopted, while purporting to provide for the payment 
of the full amount of the damages, in fact, granted substantial 
concessions by extending the period of payment beyond that 
laid down in the treaty, and by waiving the payment of inter- 
est for a long period in respect of a large part of the debt. 
These concessions represented, even in the opinion of the 
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rapporteur of the French budget, a virtual reduction by 
approximately one-half of the sum of 132 milliards, and the 
fact that they were approved by the Allied Prime Ministers in 
drafting the Schedule of Payments (subsequently accepted by 
the Reparation Commission) effectively answers the conten- 
tion that the sum, as originally fixed, was not considered too 
high by anybody. At the same time, it cannot be said that the 
concessions were the outcome of anything that could be de- 
scribed as an expert inquiry into Germany’s capacity to pay, 

20. The French Government are quite right in declaring 
that the duty of adjusting the Schedule of Payments to that 
capacity in accordance with Article 234 of the treaty is one 
which still remains to be discharged. 

21. They say that during the Peace Conference the Ameri- 
can expert estimated Germany’s capacity to pay at 120 mil- 
liard gold marks. His Majesty’s Government have not 
been able to trace in their records any American expert 
estimate of 120 milliards, though they have found one of 60 
milliards and another of 240 milliards. There was also a 
French estimate of 800 milliards, and a British estimate of 
480 milliards. The truth, of course, is that at that time there 
was no experience of attempts to establish and enforce inter- 
State obligations of such magnitude, to which experts could 
look for guidance. It is precisely because such experience has 
become available during the last five years that a fresh in- 
quiry is urgently called for. 

22. The duty of making the ultimate decision rests in part 
on the Reparation Commission, and in part on the Allied 
Governments, seeing that, if circumstances necessitate a can- 
cellation of any part of the capital debt, the specific authority 
of the several governments represented on the Commission is 
required. It is a duty which must, in terms of the treaty, be 
performed with sole reference to the resources and capacity of 
Germany. The governments represented on the Commission, 
in deciding whether or not to authorize the cancellation of a 
part of the German debt, are in the position of trustees, since 
the interests affected are not only their own, but also those 
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of the governments not represented on the Commission—a 
consideration which His Majesty’s Government venture to 
think the French Government must have overlooked when 
stating that “France will never consent to such cancellation 
except in the proportion in which her own war debts may be 
cancelled.” 

23. An inquiry, therefore, by impartial experts into 
German capacity, held to assist the Reparation Commission, 
and (should a cancellation of a part of the debt be regarded as 
necessary) the Allied Governments, to carry out their duties 
under that article, clearly cannot be held to violate any prin- 
ciple expressed or implied in the treaty. 

24. Both the French and the Belgian notes dwell on the 
special qualifications of the Reparation Commission to carry 
out itself any necessary inquiries. This is a claim which cannot 
be sustained without serious qualification. In the absence of 
an American representative (as originally contemplated), 
France and Belgium are in a position, with the aid of the cast- 
ing vote of the French Chairman, to carry any resolution over 
the heads of the British and Italian representatives, and it is 
notorious that in these circumstances the Commission has 
become in practice an instrument of Franco-Belgian policy 
alone. 

25. The French Government ask how it is proposed that 
the impartial expert commission should be constituted. His 
Majesty’s Government consider that the more comprehensive 
its constitution, the greater will be the value of its findings. 
They would willingly see upon it nominees, not only of the 
Powers entitled to reparation, but of the United States of 
America, of Powers which took no part in the late war, and, 
it would seem desirable, of Germany herself. If, however, the 
French Government would prefer any other form of constitu- 
tion, His Majesty’s Government would be happy to consider 


it. 
26. As regards its relation to the Reparation Commission 


and to the Allied Governments: while for their own part His 
Majesty’s Government would be entirely willing to enter 
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into an agreement by which the several governments would 
bind themselves in advance to recommend to the Reparation 
Commission the acceptance of the findings of the body of 
experts, they would, if the French and Belgian Governments 
are not prepared to go so far, be content that the functions of 
the experts should be advisory only. 

27. Both the French and Belgian notes challenge the 
British contention that it is in the best interest of the Allies 
that whatever figure be finally decided upon as representing 
Germany’s total liabilities, it should be accepted by the Ger- 
man Government as just and reasonable. They point to the 
fact that the German Government have, in the past, repeat- 
edly failed to act up to their undertakings. 

28. His Majesty’s Government remain of opinion that an 
undertaking freely entered into, because acknowledged to 
be just and reasonable, stands, in practice, on a different foot- 
ing, and offers better prospects of faithful execution, than 
an engagement subscribed under the compulsion of an ulti- 
matum, and protested against at the very moment of signa- 
ture as beyond the signatory’s capacity to make good. The 
Reparation Commission itself, as well as the principal Allied 
Governments, has had, on occasion, to recognize that the 
German Government was not in a position to carry out par- 
ticular obligations which it had been compelled to undertake. 

29. It will be remembered that the suggestion of an inquiry 
by experts, of which the first idea originated with the Ameri- 
can Secretary of State, included a voluntary engagement by 
the German Government to accept.and give effect to what- 
ever conclusions the experts might arrive at. His Majesty’s 
Government are not convinced that such an engagement de- 
serves to be treated as of no value. 

30. The subject of the occupation of the Ruhr gives rise to 
a number of propositions in the French note to which it is 
necessary to reply. Whilst His Majesty’s Government have 
indicated their readiness to join in advising the German Gov- 
ernment to withdraw without delay the ordinances and de- 
crees which have organized and promoted passive resistance, 
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they cannot subscribe to the thesis that passive resistance 
must cease unconditionally because it is contrary to the 
Treaty of Versailles. 

31. France and Belgium hold that the occupation has been 
effected in virtue of the authority conferred by paragraph 18 
of Annex II to Part VIII of the treaty. The German Gov- 
ernment have consistently contended that such an operation 
does not, on a proper interpretation of that paragraph, fall 
within the category of “economic and financial prohibitions 
and reprisals and in general such other measures as the 
respective governments may determine to be necessary in the 
circumstances.” 

32. The highest legal authorities in Great Britain have ad- 
vised His Majesty’s Government that the contention of the Ger- 
man Government is well founded, and His Majesty’s Govern- 
ment have never concealed their view that the Franco-Belgian 
action in occupying the Ruhr, quite apart from the question of 
expediency, was not a sanction authorized by the treaty itself. 
But they would be quite willing that this or any otherdifference 
respecting the legal interpretation of vital provisions of the 
treaty—in so far as they cannot be resolved by unanimous de- 
cision of the Reparation Commission under paragraph 12 of 
Annex I]—whether arising between the Allied governments 
and the German Government, or between different Allied 
governments, should automatically be referred to the Inter- 
national Court of Justice at The Hague or other suitable 
arbitration. 

33. The French Government have endeavored to convict 
His Majesty’s Government of inconsistency in now refusing 
to acknowledge the legality of the occupation of the Ruhr 
under paragraph 18 of Annex II, when on two former occasions 
they joined in the presentation of u'timata threatening such 
occupation, and when in 1920 they actually participated in the 
occupation of Diisseldorf, Duisburg and Ruhrort. There is no 
inconsistency. The action then taken or threatened was 
never claimed to be in pursuance of the reparation clauses 
of the treaty. The Allies jointly decided to threaten Ger- 
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many with the occupation of further territory just as they 
might have threatened her with a renewal of war, for her 
failure to perform her treaty obligations, some of which had 
no connection whatever with reparations. 

34. In the view of His Majesty’s Government it cannot 
legitimately be claimed that the measures which the Allies are, 
under paragraph 18 of Annex II, authorized to take in certain 
emergencies, include the military occupation of territory, 
Such occupation forms the subject of the special provisions of 
Part XIV of the treaty, dealing with guarantees. It is the 
right to occupy the left bank of the Rhine and the bridge- 
heads, which has been given to the Allies “as a guarantee for 
the execution of the treaty.” Moreover, Article 430 particu- 
larly stipulates that if the Reparation Commission finds that 
Germany refuses to observe the whole or part of her obliga- 
tions under the treaty with regard to reparations the whole or 
part of the occupied territories, which may already have been 
evacuated, “will be immediately reoccupied.” It would have 
been idle to stipulate expressly for such reoccupation in case 
of default on reparations, if the Allies had already an unlim- 
ited right to occupy any German territory under another 
clause of the treaty. 

35. If His Majesty’s Government have hitherto abstained 
from formally contesting the legality of the Franco-Belgian 
occupation as an act authorized by the treaty, they have done 
so solely in conformity with the spirit of the declaration, made 
by Mr. Bonar Law at the Paris Conference in January last, 
that His Majesty’s Government desired to avoid causing any 
needless embarrassment to their Allies. This should not be 
made a reproach to them. His Majesty’s Government would 
not even now have taken up this question of legality, had 
they not been challenged to do so. 

36. The French and Belgian Governments argue that if 
only Great Britain had joined in the occupation there would 
have been no passive resistance and an abundant flow of repar- 
ation payments would have been assured. Holding the views 
which they did, both as to the legality and the practical value 
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of the operation, it was not possible for His Majesty’s Govern- 
ment to take part in it. But even if they had done so, and even 
if passive resistance had never been started or were now com- 
ing to an end, it is not clear how this would bring the problem 
of reparations appreciably nearer to a solution. 

37. The French Government have now declared that the 
object with which they entered the Ruhr was not the prompt 
or complete payment of reparations, but the breaking of Ger- 
many’s resistance and the creation of the will on her part to 
pay. But the will to pay is useless without the power, and 
Germany’s power to pay is, in the opinion of His Majesty’s 
Government, likely to be rapidly diminished, and in the end 
extinguished altogether, by a continuation of the occupation 
with its stranglehold on the most important center of the most 
productive and the most highly and delicately organized 
of German industries. 

38. The parallel which the French Government seek to 
draw with German action in 1871 can hardly be sustained. 
It is true that Germany refused to quit the French depart- 
ments which she occupied with her forces until the indemnity 
of 5 milliards had been paid. But this occupation was ex- 
pressly provided for by the Preliminaries of Peace of 1871. 
No similar authority can be cited in the case of the Ruhr, and 
the real analogy in the present case is the occupation of the 
left bank of the Rhine, as provided for by the treaty, and from 
this no one has proposed to depart. 

39. Further, it may be pointed out that the recovery after 
the short campaign of 1870-71 of an indemnity equivalent to 
4 milliards of gold marks—(a considerable percentage of 
which could be immediately covered in gold, and against which 
credit was given for the value of property in ceded territories, 
involving no actual expenditure by France beyond internal 
payments in compensation for the interests of French nation- 
als dispossessed )—is not really comparable to the enforcement 
of a thirty-threefold claim against a country financially ex- 
hausted by four years of strenuous warfare and blockade. 
The ease with which the indemnity imposed in 1871 was paid 
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was largely the result of the credit facilities which France was 
able to obtain. Germany has, on the other hand, suffered 
from a complete inability to obtain foreign loans, arising to a 
large extent from the long period which elapsed before her 
reparation liabilities were defined, and the world-wide uncer- 
tainty as to her ability to discharge them. Yet, in spite of 
this, it is fair to state, though His Majesty’s Government are 
by no means satisfied with the performance, that Germany 
has in fact paid in respect of reparations and the cost of the 
armies of occupation, more than twice the amount exacted 
from France in 1871, as well as considerable sums in connec- 
tion with the clearing offices and miscellaneous treaty obliga- 
tions. 

40. The French Government are in error in attributing to 
His Majesty’s Government the suggestion that simultaneously 
with the advice to be given to Germany to abandon passive 
resistance, the Ruhr must be made to return to normal con- 
ditions of production. The suggestion made in the British 
note of the 20th July was that proposals should be made for 
the restoration of the Ruhr to that condition which will en- 
ible it to become an area of fruitful production, rather than 
one of international strife. His Majesty’s Government confess 
to a sense of surprise and disappointment at the difficulties 
apparently felt by the French and Belgian Governments in 
igreeing to so reasonable and so advantageous a proceeding. 

41. Although, in words of some vagueness, it is intimated 
that France and Belgium may, when satisfied that passive 
resistance has ceased, counsel together as to how far they may 
find it possible to lighten the burden which the military occu- 
pation of the Ruhr lays on the region, nothing tangible is 
suggested which would hold out any hope of the occupation 
being brought to an end, even when the avowed object of 
breaking Germany’s will to resist has been attained. 

42. His Majesty’s Government believed that they were 
showing the fullest consideration for the position of France 
nd Belgium, as well as ensuring the more effective guarantee 
f continued and steady payments, when they suggested that 
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the occupation would naturally terminate from the moment 
that guarantees or pledges, less economically harmful, and 
more effectively productive, than the occupation of the Ruhr, 
should have been not merely devised and obtained, but seen 
to be satisfactorily operating. 

43. Even this suggestion is met by a definite refusal. Both 
the French and the Belgian Governments emphatically de- 
clare that there can be no question of evacuation except in 
proportion as payments are made by the German Govern- 
ment. Complete evacuation is apparently not contemplated 
until the total German reparation liability is integrally dis- 
charged. The reiterated announcements to this effect, coupled 
with the insistence on leaving undiminished the total of 132 
milliards of German indebtedness under the head of repara- 
tions, can only be interpreted as an intention to remain in 
occupation of the Ruhr for a number of years, which, at best, 
cannot be less than 36 (this being the minimum period over 
which the discharge of the debt is spread under the Schedule 
of Payments) and which, in view of the generally admitted 
improbability of the complete execution of the Schedule being 
found practicable under any circumstances, may be extended 
indefinitely, if not in perpetuity. 

44. Such a situation, of which the political, quite apart from 
the economic, consequences could only be described as disas- 
trous, cannot but be viewed by His Majesty’s Government 
with the greatest concern. It would vividly conjure up the 
danger of international relations being affected in a manner 
threatening—to use the words of the 11th article of the Cove- 
nant of the League of Nations—to disturb international peace 
and’ the good understanding between nations upon which 
peace depends. His Majesty’s Government cannot believe 
that the French and Belgian Governments will be able to 
reconcile the opinion of the world to the indefinite mainte- 
nance of so perilous a situation. 

45. As it is, the occupation of the Ruhr is already having 
directly and indirectly a grave effect on the economic and 
industrial outlook, not only in Germany, whose capacity to 
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pay reparations is rendered more and more precarious, but in 
the rest of Europe, if not the world, and not least in this 
country. 

46. In their note of the 20th July His Majesty’s Govern- 
ment further proposed that in order to arrive at a comprehen- 
sive plan for a general and final financial settlement, inter- 
Allied discussions should be opened with as little delay as 
possible. The Belgian Government reply that they will be 
glad to discuss such a plan if it be of the character that they 
have predicated in their note. The French Government, whilst 
questioning the propriety and apparently the legality of the 
suggestion, asks what exactly it means and whether it will in- 
clude the question of inter-Allied debts. His Majesty’s Gov- 
ernment gladly avail themselves of this opportunity to ex- 
plain their attitude on this subject. I have accordingly the 
honor to enclose a separate memorandum upon it [printed 
below]. The main principle of the British scheme is that Great 
Britain is ready, subject to the just claims of other parts of 
the Empire, to limit her demands for payment by the Allies 
and by Germany together to a net sum approximating 14.2 
milliards of gold marks, this sum representing the present 
value of the recently funded British debt to the United States 
Government. The concessions which His Majesty’s Govern- 
ment may be able to offer in respect of inter-Allied debts must 
accordingly depend largely on the percentage of this sum of 
14.2 milliards which they can recover from Germany. They 
can only be granted in a substantive form when the general 
reparation settlement for which His Majesty’s Government 
are pressing has been agreed upon, and is such that His Ma- 
jesty’s Government can regard their share of the German pay- 
ments as an asset to real financial value. 

47. To this end the first step must be to fix the maximum 
sum which the Allies can reasonably hope to recover from 
Germany, to be followed, or accompanied, by arrangements 
which will ensure the effective re-establishment of Germany’s 
finances and credit on a sound basis, and will guarantee the 
punctual payment of the German debt by a system of control 
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free from the economically unsound impediments inherent in 
the military occupation of the Ruhr. 

48. In the last paragraph of their letter, His Majesty's 
Government offered to discuss sympathetically the question of 
future security with their Allies. The Belgian Government 
warmly welcome this offer. They will not, however, have 
failed to notice the remark of the French Government that the 
object has nothing to do with the Ruhr, and the consequent 
further postponement of the discussion to an unnamed date 
in the future. The Belgian Government will recollect from the 
discussions of 1922 that His Majesty’s Government are not 
prepared to enter into any arrangement respecting the terri- 
torial security of Belgium apart from a similar arrangement in 
regard to France. Having regard to the now declared indif- 
ference of the French Government, no useful purpose can be 
served by pursuing the matter. 

49. The argument which has been put forward in this note 
may be summarized as follows: 

50. His Majesty’s Government have at no time contem- 
plated and do not now contemplate that Germany shall 
be relieved from all reparation payments. They are deter- 
mined that Germany shall pay, up to the maximum of her 
capacity, the reparation to which Great Britain, equally with 
the other Allied Powers, is entitled, and which is needed to 
make good the losses sustained by this country in common 
with her Allies. 

51. What Germany's maximum capacity for payment may 
be is a matter which should be determined by impartial in- 
quiry into the facts. It cannot be ascertained by casting up 
the amounts which Germany’s creditors would like to receive. 
To ask for more than Germany's maximum capacity cannot 
assist in the actual recovery of reparations. It can only de- 
stroy the assets which Germany can offer to the Allies. To 
force liquidation is not the most profitable way of making 
recovery from a debtor with resources. 

52. It is admitted that Germany can only make sub- 
stantial payments if, by the restoration of her public finance 
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and a stabilization of her currency, a surplus is made avail- 
able for reparation on her budget. Moreover, this surplus 
must be in a form in which it can be made available for ex. 
ternal payments over the foreign exchanges. External debts 
cannot be paid by the collection of depreciating paper marks, 
In the view of His Majesty’s Government forcible interference 
with the economic life of Germany, even if it be consistent 
with the terms of the Treaty of Versailles, cannot assist in the 
necessary restoration. Not only will it prevent the realiza- 
tion of any surplus for reparation, but, by intensifying the 
disorder of German finance and currency, it will have the 
gravest reactions on trade. 

53. His Majesty’s Government, therefore, regard as doomed 
to failure the method pursued by the French and Belgian 
Governments to secure reparations. In spite of wholesale 
seizures, the occupation of the Ruhr by France and Belgium 
has produced, at great cost, less receipts for the Allies, not- 
ably of coal and coke, than were forthcoming in the previous 
year. Moreover, His Majesty’s Government feel that the 
resulting situation involves great and growing danger to the 
peaceful trade of the world and, not least, of this country. 
His Majesty’s Government regard a continuance of the 
present position as fraught with the gravest risks, both eco- 
nomic and political. They consider the impartial fixation of 
Germany’s liability at a figure not inconsistent with her prac- 
tical power of making payment a matter of great urgency; 
and they have suggested what appears to them to be an ap- 
propriate means to this end. 

54. When steps have thus been taken to ascertain the real 
value of the asset represented by German reparations, and to 
secure its realization without further depreciation, His 
Majesty's Government will be ready to deal as generously as 
circumstances permit, and in the light of their respective 
capacity to pay, with the debts due to Great Britain by her 
Allies. They cannot, having regard to the heavy material 
losses of this country, both during and since the war, and to 
the future tax burdens on its trade, admit that other countries 
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are justified in claiming that the agreed percentages of repar- 
ation payments should now be further modified or changed in 
order of priority. But they remain prepared to ask for no 
more in respect of the very large sums due by their Allies 
than will, together with reparation payments by Germany, 
meet the British war debt to the United States Government. 
Their policy in this matter is stated in the British proposal laid 
by Mr. Bonar Law before the Paris Conference in January 
last, and has not changed. It means that Great Britain would 
be prepared to waive, in the interest of a complete general 
settlement, a very large part of the amount for which the 
British taxpayer holds the due obligations of Allied Gov- 
ernments. 

55. It is the hope of His Majesty’s Government that the 
above explanations will convince the French and Belgian 
Governments of the reasonableness of the British position, 
and will win their assent to its acceptance. They are reluctant 
to contemplate the possibility that separate action may be 
required in order to hasten a settlement which cannot be much 
longer delayed without the gravest consequences to the 
recovery of trade and the peace of the world, 


THE DEBTS MEMORANDUM 


The memorandum on inter-Allied debts referred to in the 
above note is as follows: 

1. It is in the opinion of His Majesty’s Government 
hopeless to deal satisfactorily with the question of inter-Allied 
debts until a better estimate is made of the amounts which 
Great Britain, on the one hand, and her Allies, on the other, 
are likely in fact to be able to recover from Germany for re- 
parations. 

2. His Majesty’s Government adhere to the policy, which 
their predecessors have formally announced, of limiting 
Great Britain’s total claim against her Allied debtors and Ger- 
many together to the amount necessary to cover the British 
debt to the United States Government, which, as recently 
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funded, may be taken to be represented, on a 5 per cent basis, 
by a sum of 14.2 milliards of gold marks, present value. This 
basis is already exceedingly favorable to the Allies as the 
British debt to the United States Government cannot be re- 
deemed on such favorable terms. 

3. This offer, in effect, means that Great Britain (whose 
material war damages were not less than one-third of those 
suffered by France) is content to forego her rights to reparation 
under all heads, and to treat her own share of the German pay- 
ments as if it were a reimbursement by her Allies of their 
debts to her. 

4. Nay, the total amount for which she asks from the Allies 
and Germany together is, in fact, less than the amount of the 
Allied debts, being limited to the total of the British debt to 
the United States Government, without regard either to loans 
raised by Great Britain in the open American market or to the 
value of the American securities (estimated at £700,000,000 
to £800,000,000) used to finance the Allied cause in America 
before the entry of the United States into the war, the loss of 
which, from the economic point of view, is the equivalent of 
the contracting of an equal amount of foreign debt. 

5. Of the sum of 14.2 milliard gold marks, Great Britain is 
anxious to recover as large a percentage as possible from Ger- 
many, in order to be able to offer the maximum concession 
feasible in regard to inter-Allied debts. But it is not possible 
for her to grant such concessions in a substantive form unless 
and until such a reparation settlement has been arrived at as 
will enable her to regard her share of the German payments 
as an asset of real financial value. His Majesty’s Government 
greatly fear that a persistence in the policy indicated in the 
French note will make the prospects of such a settlement re- 
mote. 

6. The only practical manner in which, in the opinion of 
His Majesty’s Government, the question of inter-Allied debts 
can now be approached, is for the Allies to agree in the first 
instance upon the maximum sum which they can reasonably 
hope to recover from Germany. When such an agreement has 
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been arrived at, His Majesty’s Government will be prepared 
(provided that the settlement is such as to make the German 
obligation a reasonably good asset) to write down, with due 
regard to the different circumstances of the respective debt- 
ors, the Allied debts owing to them, to an amount represent- 
ing the difference between the British share of the revised Ger- 
man obligation and the British debt of 14.2 milliards to the 
United States Government, and even to consider accepting 
payment of the Allied debts so reduced in the form of the new 
German obligations on the principles laid down in the plan 
presented by Mr. Bonar Law at the Paris Conference in 
January last. 

7. They cannot, however, conceal from the French Govern- 
ment the fact that this latter suggestion is less attractive to 
them than it was then, since the deterioration in the financial 
prospects of Germany, resulting, as they hold, from the unwise 
policy pursued by the French and Belgian Governments, has 
made the security represented by German reparation bonds 
much more precarious (even if the total obligations should be 
reduced below the figure contemplated by His Majesty’s 
Government seven months ago). 

8. His Majesty’s Government feel bound to observe in this 
connection that the willingness which they and their prede- 
cessors have shown to discuss with the French Government 
arrangements under which the burden of the French debt to 
Great Britain might be mitigated must not be interpreted as a 
waiver on their part of their rights as creditors, which are gov- 
erned solely by the contracts under which the money was ad- 
vanced and the securities which they hold. 

9. That a French Government Treasury bill given to the 
British Government for value received is a less binding obli- 
gation than a similar bill given to a private investor is a doc- 
trine inadmissible both in itself and more especially in view of 
the circumstances in which these particular loans were con- 
tracted. 

10. The normal course would have been for the French Gov- 
ernment to appeal directly to the British investor for the ac- 
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commodation it required, and that procedure was in fact 
adopted for a short period at the commencement of the war. 
It soon became apparent, however, that the French Govern- 
ment would be unable to raise on its own credit amounts suff- 
cient to meet its sterling requirements, and the British Gov- 
ernment stepped in and gave its own securities to the lender 
for the amounts raised to cover French requirements as well as 
British. By this means the French Government were able to 
borrow indirectly from British lenders both on less onerous 
terms and to a larger amount than would have been possible 
if the normal procedure had been followed. The payments due 
on the French Treasury bills thus represent amounts which 
the British Treasury is in fact paying to the holders of secur- 
ities issued on behalf of the French Treasury of which the 
French Treasury received the proceeds. 

11. There was no suggestion when the loans were made 
that the repayment should be dependent on recoveries from 
Germany. Indeed, during the greater part of the period cov- 
ered by the advances, the prospects of any such recoveries 
were highly problematical. The bills were made subject to 
renewal for a limited period only after the end of the war, with 
the clear intention that as soon as French credit was suff- 
ciently re-established they should be redeemed out of French 
Government loans to be raised on the London market, the 
redemption money being applied to the cancellation of the 
British securities issued on French account. 

12. While His Majesty’s Government have, by continuing 
to renew the bills beyond the period of the contract, tacitly 
recognized that the time has not yet arrived for giving effect 
to this intention, it must be clearly understood that, in the 
absence of a new agreement, the carrying out of it remains an 
obligation of the French Government which cannot honorably 
be repudiated, and that, in the meantime, the present practice 
of adding interest to capital cannot be indefinitely continued, 
and that a commencement of payment of at any rate a part of 
the interest should be made as soon as the sterling-franc 
exchange becomes reasonably stable. 
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IV 
THE FRENCH NOTE OF AUGUST 20, 1923! 


Replying to the Note of the British Government of August 
II, 1923, relating to reparations. 


1. We regret not to be able to understand the British dis- 
appointment. His Majesty’s Government has been for a long 
time informed of our views (See inter alia,in the Yellow Book, 
the conversations of M. de St. Aulaire and our two notes). 
Unfortunately, we have not up to now realized the effort 
which the British Government say they have made in order 
to come nearer the French views, that is, the normal carrying 
out of the Treaty of Versailles, but we are convinced that their 
good will and our own will shortly be in harmony. 

2. There are not only the two obstacles referred to. There 
is also our determination stated over and over again, not to 
relinquish one farthing of our reparation claims, which are 
sacred and unlike any other claim. There is, besides, our 
determination not to release the guarantee we now hold be- 
fore we obtain the entire payment of reparations. 

3. The British draft reply to the German note took no 
account of what was considered as essential by France. We 
said that if any reply was sent to Germany, it had, in our 
opinion, to deal only with the cessation of passive resistance, 
a preliminary and predominant question. 

4. The French reply, though firm, was as courteous in 
substance as in tone. We are sorry to see that, though very 
courteous also in tone, the British reply is at bottom not very 
conciliatory, but we shall do our utmost to remove the mis- 
understanding. 

5. It did not depend upon us to assist the British Govern- 
ment in proceeding along the diplomatic lines they them- 
selves started upon, instead of resorting to publication. We 


1 Reprinted from the French Yellow Book, 


[4r] 









































— 7 ee anata at ee 





826 


think the former method would have proved far preferable, 

6. The British Government gives us to understand they 
have taken into consideration our point of view. Their note 
of the 20th July seems, however, to take no account of all 
the statements made by the French Government at the last 
London and Paris meetings and of all that the French Am. 
bassador was directed to explain to His Majesty’s Principal 
Secretary of State for Foreign Affairs. 

7. If our response has disappointed the British Govern- 
ment, it is because the note of the 20th of July held our 
statements as null and void. We had to repeat them and to 
make them more precise in our note of the 30th of July. 

8. It is for our Belgian friends and allies to give a special 
reply on this point. 

9. We could not refer to the draft letter attached to the 
British note of the 2oth of July, as the wording of this draft 
showed that no notice had been taken of our previous indica- 
tions. We had to confine ourselves to once more throwing 
light on the fundamental principles about which, in our opin- 
ion, no discussion can be allowed to take place. 

10. We leave the Belgian Government to answer this 
point. 

11. We confess our inability to understand the reasons 
brought forward in the British note on the capacity of pay- 
ment of a country. The present German capacity of pay- 
ment is naught, as a result of the Reich’s own will. Any esti 
mate by experts would prove useless. Do the British Cabinet 
wish to cancel the German debt on the plea that Germany's 
capacity to pay is temporarily reduced to nil? Is that the 
conclusion it has reached? 

12. We said that the German debt had been fixed under 
the Treaty, by the Reparation Commission. We added that 
we upheld the whole of our claim against Germany, but that 
we were prepared to give up such part of it as would corre- 
spond to those of our war debts which would be cancelled. 

13. According to the resolution taken by the Reparation 
Commission, under the treaty, the amount of the German 
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debt is 132 milliards. The present value of this amount can- 
not be expressed, since the payment of the most important 
part of it (the C Bonds) is postponed to an indefinite date. 

The estimate made by M. Bokanowski is but a proof of the 
very serious wrong already inflicted on us by the Schedule of 
Payments, reducing the present value of the German debt to 
a figure far below the theoretical one. The calculation of the 
Honourable Member of the French Parliament likewise 
proves that it is possible, without reducing the amount in 
principal of the German debt, to lighten the payment by 
complying with the procedure stated in Article 234 of the 
treaty. The moratoria successively granted to Germany 
since 1921 have still further reduced the present value of this 
debt. It is therefore needless to overthrow the treaty. 

We leave it to Belgium to reply about the priority that was 
granted to her. But France cannot forget that Belgian 
territory was the first to be invaded by Germany and that it is 
this criminal violation of the liberty and rights of a small and 
gallant country that gave the war its real significance. 

14. France never reasoned solely in her own interest, as is 
implied without any justification. 

She never said she would be content to receive 34 milliards. 
Our claim, as theoretically fixed, amounts to 68 milliards; our 
theoretical debts, subject to the adjustments that will have 
to take place, vary between 25 and 27 milliards. These are 
the figures to be set against each other and not those of 34 
and 27. Our claim against Germany has been dealt with in a 
Schedule of Payments reducing it to X! milliards, but our debts 
have not been submitted to any arrangement, and we cannot 
expect from our Allies less than has been granted to Germany. 
Has not the British debt to the United States been settled by 
an arrangement that reduces its present value by 30 per cent.? 
The figures of paragraph 14 therefore place the position in an 
unintentionally inaccurate manner before public opinion 


1Soin the French Yellow Book. The cabled versions of the text 
read 26 billions. A milliard is the equivalent of a billion as that term 
is used inthe United States.—The Editor. 
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15. Here again it is for Belgium to reply. The British 
Cabinet takes account of the naval material destroyed which 
is a material damage exactly like the loss of the cargo on 
board. But is not the British mercantile marine reconstructed, 
her German competitor being destroyed or restored only 
thanks to ships sold to her by England? On the other hand 
French works and mines are not yet reconstructed on a pre- 
war scale, whilst German industry is in full swing. 

16. This question concerns Belgium. 

17. It was not France that asked for a modification of the 
percentages. She does not however disregard the fact that 
Great Britain has made a serious effort to restore her finances 
and pay her debts. We might probably have been able to 
act likewise but for our devastated regions which we have 
been compelled to reconstruct ourselves. This entailed sacri- 
fices far more important than those which England has made. 

The British had to deprive themselves of their foreign 
securities in the allied interest. But did we not do the same 
and for amounts that were perhaps as considerable, if not 
more so? 

18. It was the British Government that courted our ques- 
tions when they mentioned in vague and not very compre- 
hensible terms a commission of impartial experts; nor do 
they answer those questions. They merely repeat, on the 
subject of the capacity of payment, some statements, the 
nugatory character of which we have already demonstrated. 

19. Once more we ask for the application of Article 234. 
Nothing can prove better than M. Bokanowski’s estimates 
to what extent the debt can be lightened simply by changing 
the intervals of the instalments, without it being necessary 
to discuss the amount of that debt. It is for the Reparation 
Commission to make from time to time an estimate of Ger- 
many’s capacity to pay, in order to follow up its variations 
and to arrange the payments accordingly. 


20. No remarks. 
21. If, just after the war, the estimates of Germany’s 


capacity to pay, based on pre-war conditions, did occasionally 


[44] 


829 


vary between 60 and 800 milliards, how is it possible to reach 
a more accurate valuation in the present economic chaos, 
when Germany systematically hides the truth and distorts 
all statistics? The five years which have just elapsed, far 
from making possible a final estimate of Germany’s capacity 
to pay, have shown that such an inquiry would lead to 
the most discordant results. 

The estimate of 120 milliards of gold marks mentioned in 
our note is to be found in the chapter “Reparations” by M. 
Lamont, and inserted in the book “What really happened in 
Paris in 1918-1919,” written by Col. House. (See the French 
translation published by Payot, 1923, Paris.) 

22. The British Cabinet recognize that the unanimity of 
the Governments is essential for any reduction of the German 
debt. We have said clearly enough that such unanimity did 
not exist. We cannot give up a portion of a debt the collection 
of which is a vital matter for France, and we know that Ger- 
many is and will always be wealthy enough to pay us. She 
has merely to will it. She is spending more to-day in order to 
resist us than she would have to expend to fulfil her obliga- 
tions. 

The British note alludes to the interests of the Govern- 
ments which are not represented on the Commission, of 
which interests France is supposed to take no account. 
France need not be reminded of her duties towards the other 
nations. She has never forgotten them. But if certain coun- 
tries at the present hour do suffer from anything, it is due to 
the position in which Germany voluntarily places the world 
and to which we wish to put an end. 

23. Either this commission of experts is the Reparation 
Commission itself and its agents—in which case, what is the 
good of all this discussion?—or else it supersedes the Repara- 
tion Commission, and in that case it is contrary to the treaty. 

24. We are afraid unfortunately that in this paragraph 
lies the whole secret of the plan defended by the British 
Government, and that also it does not give its true significa- 
tion to the adjective “impartial” which the London Cabinet 
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continues to add to the word “experts.” Asking for impartial 
experts means that the Reparation Commission in its present 
form is deemed to be partial. One forgets that France alone 
is entitled, under the very arrangement concluded at Spa, 
to 52 per cent. of the German debt. 

Let us add, that only once in fact has the French Chairman 
of the Reparation Commission had occasion to make use of 
his casting vote, and that about Hungarian matters and not 
German questions. 

25. We have nothing else to propose on this head to the 
British Government save the carrying out of the treaty and 
maintenance of the Commission as it was constituted. The 
establishment of an international commission would be a 
negation of the treaty signed by Great Britain as by all the 
other Allies. 

26. The former system would lead to this—that the Com- 
mission would be completely deprived of its functions and 
the Treaty of Versailles would be openly revised; and this 
would be tantamount to a public and solemn abandonment 
of the undertakings agreed upon between the Allies. 

The second alternative would less openly reach the same 
result. It might eventually, by opposing an international 
body to the Reparation Commission, weaken its authoritv 
and create a rivalry between dual powers. 

The Reparation Commission may, at any time, elect 
experts and entrust them with definite missions. But we 
could not accept that, under the plea of enlightening it, it 
should be beheaded, and that, under the pretext of getting 
others to check Germany’s capacity to pay, the rights of 
France should be impaired. 

27. We indeed continue to feel all the anxiety which we 
have expressed on this point. 

28. The British reasoning is in fact quite right as regards 
the relations between the Allies. Indeed, when we consider 
that a reduction of the rights sought to be imposed upon us is 
neither right nor reasonable, we hope that the British Cabinet 
will kindly take into consideration our legitimate resistance. 
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But after a four-years’ war, in which France had ten Depart- 
ments destroyed and lost more than 1,400,000 of her sons, 
how can she forget altogether the harm done by defeated 
Germany and how can we wait till Germany willingly recog- 
nizes her debts? When did she ever seem prepared to admit 
any figure as right and reasonable? And when she has 
said she admits it—what guarantee shall we have for the 
morrow? 

Besides, Article 234 and numerous provisions of Annex 
II are precisely intended to remedy the inconvenience of 
such steps as might exceed the ability of Germany to 
carry out her obligations. 

29. Once more, never up to now has the German Govern- 
ment shown any good will. Why should it change when face 
to face with the Allies’ benevolence? France does not any 
more than Great Britain think of humiliating Germany, but 
she entertains no delusions about the results of a policy of 
weakness. 

30. We are sorry not to be able to agree on this point with 
the British Government. 

31. The British Cabinet, when clearly supporting here the 
German contention, is in contradiction with the ideas form- 
erly and repeatedly upheld by Great Britain. 

32. We have no need whatever to bring before any juris- 
diction a divergency of opinion as to the interpretation of 
Article 18. We have merely to refer to the opinion pre- 
viously expressed by the British Government itself. 

33. The assertions contained in this paragraph are quite 
inaccurate. If England has, as she says, thought of starting 
war again, France, for her part, never had such an idea. She 
has only sought the carrying out of the treaty by the means 
offered to her by the treaty itself. 

Moreover, when the Spa Protocol was drawn up on the 
16th July 1920, the question really in point was reparations. 

“VII. If by November 15, 1920, it is ascertained that the 
total deliveries for August, September and October, 1920, 
have not reached 6,000,000 tons, the Allies will proceed to the 
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occupation of a further portion of German territory, either 
the region of the Ruhr or some other.” 

Therefore reparations was the question at issue and even 
one special part of reparations. 

England then considered the occupation of the Ruhr as 
quite legitimate. If she has changed her mind, that is her 
concern; but, for our part, we do not wish to-day any more 
than in 1920, to undertake any act of war and we have 
simply remained consistent with ourselves. 

34. England did not reason in this way in 1920 and 1921. 
Thrice have the Allies decided on new occupations: on July 
16th, 1920, March 9th and May 5th, 1921. England partici- 
pated in those decisions. She then considered that paragraph 
18 gave the Allies the absolute right to take not only economic 
and financial sanctions or other reprisals, but in general such 
other measures as the respective Governments deemed 
necessary and this without these measures being regarded 
by Germany as acts of war. 

As regards Article 430 the answer to the remark of the 
British Government is given on page 9 of the present note. 

35. Here again, the British Government is attributing to us 
an attitude we never assumed. We have never challenged 
them to take up the question of legality; on the contrary, it 
was agreed that it should be left aside (See our notes and our 
Yellow Book, p. 48, No. 29). 

36. We never entered the Ruhr to find there immediately 
the money for reparations, but chiefly to create in the mind of 
the German Government the will to pay and to secure guar- 
antees. We have said so over and over again. If production in 
the Ruhr has stopped, it is on account of passive resistance. 
We were seeking nothing save a pledge; it is Germany, of her 
own free will, who has stopped all work in order to rob us of 
this pledge. She would certainly not have done so if all our 
Allies had stood by our side and if she had not reckoned upon 
discord between us. 

37. We have not destroyed anything in the Ruhr. Ger- 
many’s capacity of production is greater than ever. Will 


[48] 


ther 


ven 


as 
her 
ore 
ive 


833 


power alone is necessary to enable Germany to produce and 
to turn her capacity of production into a capacity to pay. 
The argument of the British Cabinet consists in ascribing to 
the occupation of the Ruhr a result which existed prior to 
this occupation; one cannot really forget that Germany had 
declared herself unable to pay and asked for a four years 
moratorium before we entered the Ruhr. 

38. We note with satisfaction that the British Cabinet does 
not think of suggesting the evacuation of the Left Bank. But 
our occupation of the Ruhr, made under paragraph 18, is 
quite as justifiable as was the German occupation of 1870. 

39. The campaign of 1870-71 was a long and arduous one 
for France and entailed the invasion of a large part of her ter- 
ritory, numerous requisitions and many ruins. This para- 
graph of the British note has caused a painful impression in 
France. 

Once more, at the present time, after a new invasion and 
devastations unheard-of, France has already found the means 
to advance a hundred milliards of francs on Germany’s ac- 
count. In spite of Germany’s defeat, France has been paying 
up to now all her own reparations; and assuming that Ger- 
many has paid under various headings eight milliards since 
the war, it is not France who has derived any advantage from 
it. Moreover, the treaty stipulated that twenty milliards had 
to be paid before May Ist, 1921, and we are now nearing 
the end of 1923. 

Besides, is it true that the indemnity claimed from Ger- 
many is thirty-three times greater than the indemnity paid to 
Germany after 1871? First it must be noted that besides this 
indemnity, France, after 1870, incurred the charge of the up- 
keep of the German troops, the loss of revenue from the ceded 
territories, the cost of successive loans and in addition to this 
she paid her military pensions, indemnities to the Depart- 
ments, towns and villages, Railway companies, etc., the total 
expenses amounting to seven milliards in addition to the five 
milliards paid to Germany. On the other hand, the British 
Cabinet take into account neither the value of currency nor 
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the increase in the wealth of countries between 1870 and 1920, 
after half a century of development unparalleled in history, 
France wished to pay.—Germany has not wished to 

do so. 

In 1871, we paid the cost of the war, but in 1920 Germany 
refuses to pay for what she wilfully destroyed, so as to put us 
for years in a state of economic inferiority. 

It is painful to find the British Cabinet do not appreciate 
the merits of this difference in behavior. 

40. There was no question of “proposals” in the note of the 
20th of July, but of two absolute conditions. The “proposals” 
bore only on the modifications we would bring to the occupa- 
tion; they were, however, inacceptable, since they involved 
evacuation before payment. 

41. We have never used words of some vagueness and we 
have never said nor given to understand that we should give 
up the guarantee we held as soon as resistance was broken and 
before complete payment. The alleviation has been indicated 
as definitely as could be. 

42. Here we disagree on the substance. It cannot be that 
the British Cabinet have not read the four Franco-Belgian 
communiqués. We are quite prepared, when resistance has 
ceased, to modify gradually the form of occupation and to 
secure, in agreement with the Allies, the supervision of the 
guarantees still held. But we shall not evacuate the Ruhr in 
return for new promises; it is payment that we want. 

43. It depends upon Germany to see us soon out of the 
Ruhr by placing herself, whilst restoring her finances, in a 
position to issue international loans and to free herself before 
the appointed time. Hoping for our evacuation will be a stim- 
ulant to her. 

44. We once more protest indignantly against the assump- 
tion that France wishes to annex the Ruhr or to remain there. 
We are not the ones who desire to prolong the present situa- 
tion. 

The British Cabinet threatens us with an appeal to the 
League of Nations, as if there were some danger or even a 
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possibility of war. From no point of view can we admit this 
way of considering the matter. 

45. France is in no way responsible for the economic crisis. 
It is Germany’s resistance that prolongs a painful situation; 
everything which can encourage resistance in Germany con- 
tributes to that prolongation, and everything which does not 
discourage that resistance encourages it. The speech de- 
livered by Chancellor Stresemann is a fresh proof of this. Be- 
sides, the last statistics published by the British Government 
as regards the month of July show that, since the occupation 
of the Ruhr, namely from January to July, 1923, the exporta- 
tions and the importations of Great Britain have exceeded in 
weight and value those of the seven first months of 1922. 
England’s transport service, that is the one which is of the 
greatest interest to British navigation, has increased by 13.5 
per cent. compared with the re-exportations of 1922. 

46. We are glad to know at last the opinion of the British 
Government on the question of inter-Allied debts, but we 
regret not to be able to consider that opinion, as up to now ex- 
plained, as reconcilable with French interests. It is quite 
natural that Great Britain should endeavor to recover from 
Germany what she owes to the United States; that is what we 
ourselves wish to do in the case of inter-Allieddebts. But Great 
Britain says: “I have promised to pay 14.2 milliards to the 
United States, I shall ask the Allies, as regards my own claim, 
for whatever I do not get from Germany.” 

In this way it would be the Allied debtors to Great Britain 
who would pay to her such part of the 14.2 milliards owed to 
the United States as Germany would not pay. Thereby the 
British Cabinet establishes a solidarity between Germany and 
Great Britain’s Allies, and the war debts and inter-Allied 
debts are placed on the same footing. 

Is it possible, however, to confuse the sums spent by 
the Allies to win the war and the sums owed by Germany 
through having destroyed our territories? Every pound 
sterling or dollar which France owes the United States 
or Great Britain represents allied blood saved. The 
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gold marks which Germany owes represent allied blood 
that was shed. 

Moreover, we cannot help noting a curious coincidence, 
The 14 milliards to which Great Britain appears to limit her 
claim against Germany represent exactly the percentage of 
Great Britain (22 per cent.) out of the 65 milliard gold marks 
which the British Cabinet consider as the present value of the 
German debt (see paragraph 19 of British note). On the other 
side, the interest of the German debt is 5 per cent., whilst the 
interest of the British debt to the United States was fixed 
first at 3 per cent. and then at 3.5 per cent. The consequence 
is that the annuity which the British Government owes at 
present to the United States Government is approximately 
equal to the annuity to which they are entitled on their part 
of the A and B Bonds of the German Debt. According to 
these calculations Great Britain would abandon nothing on 
the London Schedule of Payments. 

Where then would be the sacrifice made by her in exchange 
for those she asks from her Allies? 

47. The British Cabinet ask us to start again along the lines 
followed on the 5th May, 1921. Germany having upset every- 
thing, another experiment does not appeal to us. 

48. This paragraph entirely misrepresents our idea, which 
was indeed quite clear. We said, literally, that whilst the two 
questions of reparations and security were distinct “We 
should always be glad to talk this matter over with the British 
Government.” Obviously this meant: “Let us talk at once if 
you like, but do not let us mix up questions which stand quite 
apart.” 

France has sufficiently shown and again quite recently, at 
the Disarmament Commission of the League of Nations, that 
she was ready to discuss all questions relating to the consoli- 
dation of peace and she has even had the satisfaction of seeing 
the British representatives concur in her views. Ever since 
the beginning of 1923, after Mr. Lloyd George had offered us a 
security covenant, unilateral in character, subject to the pre- 
vious settlement of all outstanding questions between Great 
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Britain and France, limited to a five years’ duration and in- 
cluding no precise indication whatever regarding military 
assistance, we replied-that we would readily examine these 
proposals, provided, however, the duration of the covenant 
was longer than the occupation provided by the treaty, that 
the covenant should be synallagmatic and involve reciprocal 
and efficient military guarantees, that is to say, that it should 
have a practical value for both countries. 

Up to now, no answer has been given us, Franceis ready, 
even to-day, to take up again the consideration of all problems 
concerning security. But guarantees, even if efficient, against 
new agressions, must not have the effect of depriving France 
of all or part of her rights to reparation. 

49. In brief: 

50. It is impossible to estimate, once for all, the present 
and future capacity of payment of Germany. It is at present 
at its lowest point and an estimate made now would only 
benefit Germany. 

51. An impartial inquiry can and should be made not only 
at present but also later and from time to time by the Repara- 
tion Commission and its own experts, as provided bythe treaty. 

52. The restoration of German finances and the stabilization 
of her currency which have been many times demanded by 
the Allies have been refused by Germany up to now. The 
sooner Germany understands the necessity of realizing these 
reforms, the sooner she will put herself in a position to restore 
her credit and to improve her economic status. So she will 
progressively find the means of transferring her internal 
wealth, which is enormous. 

53. It is Germany’s resistance to the occupation and not 
the occupation itself which has reduced the deliveries made 
on the reparations account, especially those of coke and coal. 
Before we entered the Ruhr, Germany was in fact asking for a 
general moratorium and had declared herself unable to con- 
tinue the deliveries in kind on the previous scale. It is strange 
that the British Cabinet should argue as if those statements 
had not been made. 
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54. If the British Cabinet, acting within their rights, do not 
think it possible to modify the percentage or to grant a 
priority to reparations, we ourselves are compelled to adhere 
strictly to the figures which have been promised to us with the 
formal assent of Great Britain, as well by the Treaty of Ver- 
sailles as by the London Schedule of Payments. 

55. The Government of the French Republic are quite as 
eager as the British Cabinet to maintain peace in the world, to 
restore it to a normal life and to extend trade facilities. But 
they do not believe the economic restoration of Europe to be 
possible outside the fulfilment of treaties or by other means 
than those of justice. As far as they are concerned, they have 
entered upon a course of action, not isolated but apart from 
Great Britain, only after a formal deliberation of the Repara- 
tion Commission. They feel convinced they have all through 
been loyal to their undertakings to their Allies and they re- 
main decided never to disregard such undertakings. 


ANNEX 

1. The British Government, by making the question of 
inter-Allied debts dependent upon the estimate of Germany's 
capacity to pay and by wishing to estimate such capacity at 
the very moment it is at the lowest, is bound to conclude that 
the inter-Allied debts will be valued at the highest figure. 

2. It would be quite legitimate for the British Government 
to claim from Germany all they have to pay to the United 
States. But if they claim from us what they do not receive 
from Germany, we shall have, within the limits of the rights 
which have been recognized to us, to maintain our claim 
against Germany up to the same amount. 

3. When offering to bring forward a claim against Germany 
as regards C Bonds, only in so far as a claim should be brought 
against herself for inter-Allied debts, France, whose losses in 
wealth exceed those of all the Allies taken together, and whose 
losses in men are far greater than those of anyone of the other 
Allies, showed herself prepared for a sacrifice much greater 
than that of Great Britain. 
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4. The total amount which France claims from Germany 
is far below the amount she was compelled to disburse in 
order to repair her devastated regions, quite apart from what 
she would be entitled to claim for her pensions. 

5. Forour part, we very much fear that the policy expounded 
in the British note does not take into account the abnormal 
economic situation of France and that it tends to impose on 
her a burden she could not support. 

6. Finally, therefore, the British Cabinet subjects the set- 
tlement of the inter-Allied debts to an international inquiry 
which would be entrusted to financiers without any responsi- 
bility in the matter, and to a commission in which Belgium 
and France would find themselves in a minority. 

7. The British Government still ascribes to the occupation 
of the Ruhr the results of the policy followed by Germany 
before that occupation and pursued by her since then, as if 
that policy would have changed had we not occupied the 
Ruhr. Such an argument or more exactly such an assertion is 
inconsistent with all the facts, as they result from the work 
of the Reparation Commission in 1922 and even from the re- 
peated statements of the British Government, who several 
times last year proclaimed Germany’s ill-will and the dangers 
of her financial methods. 

8. We understand quite well that the British Government 
should reserve their rights. No doubt they will understand 
that we should reserve ours as regards Germany. 

9. We have never questioned the British claim. We have 
only explained and we repeat that our debt contracted in ex- 
ceptional circumstances, and in view of a common interest, 
could not be compared, either from a moral or from an equit- 
able point of view, with the reparation debt of Germany. 

10. Nevertheless the expenses the Government met by 
means of these advances went essentially to the equipment and 
revictualling of armies fighting for the common cause. 

11. If it was not suggested at the time the inter-Allied debts 
were contracted that their repayment depended upon recov- 
ery from Germany, it was because all the Allies were then con- 
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templating a common effort and were striving together with 
equal eagerness to win a common victory; and at the end of 
the war, the figures fixed for reparations, whether by the 
Treaty of Versailles itself (minimum 100 milliards of marks 
guaranteed by bonds) or by the London Schedule of Pay- 
ments, would have allowed France to refund to England the 
totality of her debt without difficulty. 

12. France has never repudiated her debts and will not do 
so, but she is convinced that no British Government will ever 
exercise upon an allied country a pressure which the British 
Cabinet does not consider possible to exercise now upon the 
former enemies of Britain and France. Therefore we can but 
repeat that we shall only be in a position to repay our debt to 
Britain, or even the interest on it, when Germany’s payments 
will have enabled us to achieve the reparation of the damages 
caused to our soil by invasion and fighting, 
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V 
THE BELGIAN NOTE OF AUGUST 27, 1923! 
Replying to the British note of August 11, 1923 


The King’s Government has examined with all the con- 
sideration due to the Government of a country friendly and 
allied to Belgium the memorandum which his Excellency the 
Principal Secretary of State for Foreign Affairs addressed on 
the 11th of this month to the ambassador of Belgium in 
London. 

Belgium does not forget that every time her independence 
has been in danger England has come to her help. In 1914 
Great Britain, faithful to its undertakings, made answer to 
the appeal which the King’s Government addressed to it 
when the territory was invaded in contempt of the treaties, 
and generously expended all its power to ensure the common 
victory. The 200,000 subjects of the British Empire who 
sleep on Belgian soil bear witness to this. 

These memories, which could not be forgotten by any 
Belgian, create durable bonds of friendship and confidence. 
It was under their influence that the King’s Government had 
made an effort to meet the British views and to play a con- 
ciliatory part in drawing up the letter which Baron Moncheur 
had the honor to hand to Lord Curzon on July 30 last. It 
has, therefore, been painfully impressed at finding that its 
intentions and its efforts had not been appreciated by the 
British Government, and that the latter had not deemed the 
considerations set forth by it to offer a sufficient interest to 
justify a separate reply. 

It is necessary, therefore, that the King’s Government 
should reply to the criticisms which have been addressed to it, 
and explain itself anew. It does not think that to do this 
usefully and help to solve the vital problem which separates 


1 Reprinted from the London Times, August 29, 1923. 
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the Allies, and which concerns the peace of the world, it is 
indispensable to deal with all the points raised by the British 
memorandum of August 11. It deems it preferable to con- 
tinue to seek for practical solutions capable of bringing about 
the agreement of all the Allies, and to persevere, to this end, 
in the efforts which it has not ceased to make since the Armis- 
tice, and to which the Allied Governments, and especially 
the British Government, have paid homage on many oc- 
casions. 

However, it is not possible for the Belgian Government to 
pass by in silence certain points of the British note which 
particularly concern it, the more so as one among them, 
relating to the Belgian priority, has produced a painful im- 
pression in Belgium. 

The King’s Government will, therefore, deal first with 
these points. It will endeavor to do so briefly, and in the 
most friendly spirit, but also with complete frankness, 


A.—OBSERVATIONS RELATING TO THE BRITISH NOTE oF 


AUGUST II, 1923 


1. DRAFT IDENTIC REPLY TO THE GERMAN NOTE OF JUNE 7. 


The first point which has arrested the attention of the 
British Government is that in its letter of July 30 the King’s 
Government, while remaining favorable to an identic reply 
to Germany, should not have made the smallest allusion to 
the British draft of that reply. This comment cannot be 
other than the result of a misunderstanding. The letter of 
July 30 says, indeed, in express terms that “if the consider- 
ations which it has ventured to develop above are favorably 
received, the Belgian Government considers that agreement 
could be reached as to the text of an identic reply.” 

This sentence means that the Belgian Government had 
examined the British draft with the attention it merited, and 
that it had appreciated both its substance and form. The 
draft corresponded to its views much more than the ac- 
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companying letter. But, as it was clearly stipulated that 
the two documents were inseparable, it seemed logical to the 
King’s Government to make known first its opinion on the 
covering letter, and to request precise information which 
would allow of a better understanding of the exact import of 
the draft reply on which it constituted the commentary. 


2. IMPORT OF THE BELGIAN SUGGESTIONS. 


A second observation of the British Government calls for an 
explanation. It says that the Belgian Government lays down 
as the condition of a compromise that the substance of its 
claims be considered as “conceded in advance.” Nothing is 
further from the thoughts of the King’s Government than 
such an idea. On the contrary, it has always felt, and never 
more strongly than to-day, that the Allies should agree on 
the problem of reparations before everything else. Once an 
agreement is reached on the solution of this problem the 
Belgian Government is convinced that it would be easy to 
make a joint reply to Germany, and it is to arrive at this 
that it has put forward certain suggestions intended to serve 
as the basis of discussion; in doing this it was trying to simplify 
the task of the Allied Governments; but it has never said, or 
wished to say, that these suggestions should be accepted as 
they stand and that it considered them immutable. 


3. LEGALITY OF THE OCCUPATION OF THE RUHR. 


When it decided, inagreement with the French Government, 
to occupy the Valley of the Ruhr, the King’s Government 
recalled that the Allied Governments as a whole had on 
several occasions contemplated the putting into execution 
of the same measures to which it saw itself compelled to have 
recourse. It has, therefore, only carried out what those 
Governments had previously unanimously contemplated in 
identical circumstances. 

It remembered notably that at Spa, with the object of 
sanctioning their decision relative to the defaults of Germany 
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in the delivery of reparation coal, all the representatives of 
the Powers, without exception, attached their signature to the 
Protocol of July 16, 1920, to admit by common accord 
the eventuality of the occupation of new German territories, 
the Ruhr region or any other. 

Nor was it unaware that if, on the occasion of other meet- 
ings, the question of the occupation of the region of the 
Ruhr had been the subject of exchanges of views between the 
Allies, this had reference only to the expediency of that oc- 
cupation, its legality, or, to employ a better expression, its 
legal ground, never having been placed in doubt. 

These precedents, and this interpretation given to the 
Versailles Treaty unanimously by the principal Allied Powers 
who ‘drew it up and signed it, are easily explained, more- 
over, in presence of the precise and formal text of paragraph 
18 of Annex 5 to Part VIII of that treaty. 

The King’s Government could develop its argument on 
this point. If it does not, it is because it deems it preferable 
not to prolong a discussion which does not appear to it called 
for in presence of the numerous and important questions of 
material interest to which it desires to see the Allied Govern- 
ments reserve their best attention. 


4. REGIME TO BE APPLIED WHEN PASSIVE RESISTANCE SHALL 
HAVE CEASED, AND DURATION OF THE OCCUPATION 


The Belgian Government considers that it cannot let pass 
without drawing attention to it the affirmation of the British 
Government that Belgium, like France, has received with a 
categorical refusal its suggestion that the occupation of the 
Ruhr should cease when guarantees and more productive 
pledges than that occupation shall have been found and put 
into operation. It, therefore, sees itself compelled to state 
precisely once more its intention, as to which, however, it had 
hoped that there could have been no ambiguity. 

On January 10 last the Belgian Government made known 
to the German Government that by reason of the defaults 
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declared by the Reparation Commission and committed by 
Germany it had decided, concurrently with the French 
Government, to send into the Ruhr a mission of control 
composed of engineers and invested with the necessary 
power to ensure the application of the programs fixed by the 
Reparation Commission and to take all necessary measures 
for the payment of reparations. On this occasion it thought 
proper to declare that it did not think of proceeding to an 
operation of a military order or of a political character. It 
only sent into the Ruhr the troops necessary to safeguard the 
mission and to guarantee the execution of its mandate. No 
disturbance or change was to be brought into the normal life 
of the population, which could have continued to work in 
order and tranquillity. 

The measures of control contemplated should then, in its 
opinion, in no way have hampered the economic activity of 
that region, of which the occupation was to be in a sense in- 
visible. 

It is not the fault of the Belgian Government that it has 
been otherwise. 

If the character of the undertaking has had to be modified, 
and if the French and Belgian Governments have seen them- 
selves compelled to take certain measures of constraint, it is 
because of the opposition and of the resistance that the 
German Government itself has organized to defeat the 
economic mission and the arrangements which we have 
taken conformably to the treaty. 

None the less, it remains true that the occupation of the 
Ruhr bears in its principle, in its spirit, and in its form the 
essential character of a seizure of pledges. Confronted with 
the failure by Germany to fulfil obligations, declared officially 
and conformably to the treaty by the Reparation Commission, 
Belgium considered that it was incumbent upon her to have 
recourse to it. The day when passive resistance shall have 
ceased the Belgian Government will decide, in conjunction 
with the French Government, the measures destined to 
ensure the progressive return to the situation contemplated on 
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January 10 last. An important change then will occur, and 
we should be happy if the pledge detained could then become 
the object of an inter-Allied control. 

Furthermore, the French and Belgian Governments have 
several times declared that it was their intention to give up 
possession of this pledge in proportion to the execution by 
Germany of her reparation obligations. If they had, indeed, 
the desire to create in Germany the will to pay, they knew 
that this will would only be definitively fixed on the day when 
the whole German people should have felt that it was in 
their interest to submit. 

The Belgian Government, therefore, could not admit that 
the intention should be imputed to it, even indirectly, of 
prolonging this occupation indefinitely, if not in perpetuity, 
or of refusing to examine the suggestion of the British Govern- 
ment relative to the putting into operation in Germany, under 
an inter-Allied supervision, of certain productive pledges, 
since the Belgian Government has received no precise in- 
formation with regard to them, is ignorant of the nature and 
possible yield of those pledges, and sees itself compelled in 
default of agreement between all the Allies on that point to 
maintain the sole guarantee which it has taken. 

But, in any case, it will be impossible for us to evacuate the 
Ruhr in return for simple promises by the Germans—pre- 
vious experiences have enlightened us as to the value to be 
attached to them. What we want is the real execution by 
Germany of her reparation obligations. 


5. BELGIAN PRIORITY 


Finally, the British Government recalls in its note that ona 
priority of 24 milliard gold francs allowed to Belgium the 
latter has already received approximately three-quarters, and 
that the sums to be received by her under this priority have 
not been reduced in proportion to the total reduction to be 
anticipated in the payments by Germany. The British note 
adds that in addition Belgium has obtained a remission of her 
war debts. One would be justified in concluding from these 
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observations thus presented that in the opinion of the 
British Government Belgium has already been treated too 
favorably and that it would be ungracious on her part to 
show herself exacting. 

Nothing could be more painful (sensible) to the Belgian 
Government than such an interpretation of the intentions of 
the British Government if it reflected its real sentiments. 
It would rest, indeed, on a misunderstanding of the reasons 
for which and the conditions in which this priority was ac- 
corded. 

The Belgian Government desires to recall with a firmness 
which in no wise excludes just appreciation of the friendly 
sentiments which the British Government has always mani- 
fested towards it that the limited priority accorded to Belgium 
is but the execution in a measure, in her opinion very in- 
complete, of the engagements contracted towards her during 
the war and justified by her exceptional situation. 

Great Britain, and with her the other Allied Powers, 
recognizing that Belgium had intervened in the war without 
being moved by any consideration of political interest, know- 
ing that she would not look for any advantage in the peace, 
has given to the Belgian Government the formal assurance 
that Belgium would receive, after the termination of the 
hostilities, complete reparation for the immense damages 
which she sustained, solely for having been faithful to her 
engagements towards the Powers who guaranteed her neu- 
trality. This assurance was given by the British Government 
in a solemn diplomatic document; it has been reiterated many 
times in the most formal declarations by its most authorita- 
tive statesmen. It is the subject of the seventh of the fourteen 
points of the declaration of President Wilson of January 8, 
1918. In such circumstances the Belgian Government, and 
with it the whole of Belgian public opinion, have been deeply 
affected at seeing described as an act of favor (régime de 
faveur) what it is their profound conviction is only the partial 
recognition of a right which everything entitles them to 
consider as sacred, 
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The Belgian Government thinks it not unprofitable to re- 
call here after what negotiations the priority of 2% milliard 
gold francs was accorded to Belgium. 

The Belgian plenipotentiaries went to Versailles relying on 
the declaration of Sainte Adresse and on the promises made to 
Belgium by the various heads of Governments, which gave 
her the right to hope that Belgium would receive complete 
reparation. It was soon evident that it would be necessary to 
abandon such hope. The priority of the devastated regions 
was then put in the foreground. This claim again appeared 
too large to the Allies. The request of the Belgian plenipo- 
tentiaries for indemnification for the marks amounting to 
some six milliards left by the Germans, on which the latter 
had imposed a forced rate of 1.25f., was also not welcomed. 
The Allies refused to settle this question by the treaty and 
left it open between Germany and Belgium. As is known, the 
German Government, itself recognizing the wrong done to 
Belgium by the introduction of the marks, has negotiated on 
several occasions to indemnify the Belgian Government. 

Belgium having been occupied for more than four years, 
her industry completely ruined, hundreds of thousands of her 
workers reduced to enforced idleness, her restoration was only 
possible if she obtained with little delay the partial payment 
of the indemnities which were her due. 

In spite of their efforts the Belgian plenipotentiaries at the 
Peace Conference were unable at first to obtain a guarantee 
on this matter. Belgian public opinion was roused, and the 
Belgian delegates had to make known to M. Clemenceau, 
Mr. Wilson, and Mr. Lloyd George on April 29, 1919, that 
they could not, in these circumstances, agree to the draft 
Treaty without reference to the Government and the Parlia- 
ment. 

It was in these circumstances that the French, American, 
British, and Italian delegates were led to inquire what measure 
of satisfaction could be given to Belgium, and, on June 24, 
1919, the President of the Conference conveyed to the Belgian 
delegates an undertaking, signed by M. Clemenceau, Mr. 
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Wilson, Mr. Lloyd George, and Baron Sonnino, by the terms 
of which it is recognized as “equitable to give to Belgium a 
certain priority on the payments made by Germany on 
account of reparations.” Consequently, the document 
stipulates that “the undersigned, in the name of their re- 
spective Governments, declare themselves agreed that Bel- 
gium receive, on account of the reparation indemnities to 
which she is entitled, the equivalent of 24 milliard gold frances, 
to be deducted from the first payment actually received in 
cash from Germany.” 

That undertaking was absolute; it had been entered into in 
consideration of the need of money immediately indispensable 
to Belgium, and without taking account of the total of the 
sums which were expected from Germany. Henceforth there 
was no justification for reducing the amount of the priority 
in proportion to the payments made by the latter, and none 
of the Powers signatory to the undertaking of June 24, 1919, 
has, moreover, until now suggested doing so. 

For the same motives, and in the same circumstances, that 
is to say, by reason of her special situation, Belgium obtained 
also exemption from her war debts. 

The Belgian Government accepted, and, confident in the 
undertaking of its great Allies, signed the treaty. By so 
doing it sought to prove to the world that, dragged contrary 
to all right and justice into the most tragic of wars, having 
been the first to be invaded, the last to be delivered, and hav- 
ing been subject to the most rigorous occupation during the 
whole period of the conflict, Belgium nevertheless knew in 
victory how to give proof of moderation, and to contribute 
with all her power to render easy the establishment of a just 
and reasonable peace. To this moderation, from which it is 
her intention never to depart, she has borne testimony anew, 
and on many occasions, in the very exercise of her right of 
priority. As a matter of fact, according to the text by which 
it is consecrated, it ought, with a reservation for the revictual- 
ling of Germany, to operate immediately after that of the 
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Consequently, the expenses of armies once covered, Belgium 
kept all the payments in cash and in kind which she might 
receive from her debtor and had besides the right, until ex- 
tinction of her right of priority, to all the cash that the 
Reparation Commission should receive from Germany or on 
account of Germany. Finally, she had the right to require, 
on May 1, 1921, that the Allied Governments should repay 
to her the value of all the payments and of all the deliveries 
in kind that Germany should have made to them. 

Such was the mechanism formally consecrated by the 
signature of the representatives of the Four Great Powers, 
Belgium might have held to it. 

She did not, and consented in this respect to important 
and successive concessions. 

Thus, at Spa, in July, 1920, she renounced until May 1, 
1921, the clause which certainly chiefly preoccupied the 
British Government, as it did the French and Italian Govern- 
ments—that which gave her the right of demanding the 
repayment of the sums or deliveries in kind which France and 
England, as well as Italy, should receive from Germany once 
the expenses of the Armies of Occupation were covered. 

She agreed also, in case a German loan should be floated, 
only to insist on making good her priority on that loan to the 
extent of 50 per cent. 

On August 13, 1921, she agreed to graduate over four 
quarters the payment of the balance of her priority, thus 
bringing great relief to the Allied Treasuries, since from 
May 1, 1921, by virtue of the Spa Agreement, recalled above, 
she would have been entitled to the repayment of all that her 
Allies had received. 

But the position of Germany got worse. It became more 
and more certain that the Allies would only be able to obtain 
from her reduced cash payments, whilst the deliveries in kind 
would continue on a relatively important scale. Confronted 
with this new situation, Belgium agreed once more not to 

demand for the year 1922 from her Allies the repayment of the 
value of those deliveries in kind, notably and especially of 


[66] 


> 


ar 


Ss = 


of 


hi 
tl 


ase eS Ff 


851 


the quantities of coal delivered to France and of the sums 
collected by England under the “Reparation Recovery Act,” 
sums amounting to about 100,000,000 gold marks annually, 
and placed on a level with the said deliveries. 

Belgium contented herself from that time with collecting 
the payments in cash and the deliveries in kind which Ger- 
many made to her, thus reducing to a minimum the exercise 
of her priority, and, notwithstanding this latter, making it 
possible for her Allies to receive before she was completely 
satisfied sums of which we shall presently recall the magni- 
tude. 

She did not even halt on this path, and her sacrifice soon 
appeared still greater: from the month of July, 1922, indeed, 
the German Government declared its incapacity to continue 
to make in the future the promised monthly payments. This 
declaration entailed a grave crisis in inter-Allied relations. 

To parry it, at the risk of compromising her privilege, 
Belgium intervened anew; instead of demanding the pay- 
ments in cash she accepted five bills maturing in six months, 
representing the five monthly payments that Germany was 
still liable t> make in 1922. 

At the same time, she consented to the payment by the 
Government of the Reich of two million pounds sterling to 
the Compensation Offices; she consented to it solely because 
her Allies asked her to do so, and in spite of the fact that they 
themselves had recognized that her reparation credit had 
priority over that of the said offices. 

It will be seen, then, that for the last three years Belgium 
has not ceased to lend herself to fresh modifications of her 
priority, to the detriment of her immediate interest, to the 
profit of her Allies, and especially to the profit of the mainte- 
nance of the Entente, to which she is so loyally attached. 


6. WHAT BELGIUM HAS RECEIVED FROM GERMANY. 


The British note insists on the fact that the less Germany 
pays the more advantageous does Belgian priority appear. 
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There is ground for some little surprise at this remark, for 
it is precisely in anticipation of an eventuality of this kind 
that the priority was conceded to us; indeed, it should not be 
forgotten that the priority does not give us one gold mark 
more than our share in the reparations. It only allows us to 
receive more quickly a fraction of that share. It constitutes 
an advantage in time, not an advantage as regards the sums 
to be received. 

It is a matter of course that this advantage would be non- 
existent if Germany paid to each what she owes him, but it is 
precisely because Germany does not pay all her creditors 
that the priority is operative. There is nothing surprising or 
unforeseen in that. The situation is the same as that which is 
created in ordinary life when a creditor has obtained a privi- 
lege or a mortgage. The latter are only of interest when the 
assets of the debtor are insufficient for the complete settle- 
ment of his debts. 

The British note indicates that Belgium has already re- 
ceived, in virtue of her priority, 1% milliard gold marks, 
“a sum far exceeding the receipts of any other Power.” 

It might be imagined in reading this sentence that Ger- 
many has until now paid nothing or hardly anything to other 
countries, and that the sum received by Belgium constitutes 
the largest part of those disbursed by Germany since the 
signature of the Treaty of Peace. 

Nothing of the kind. If the books of the Reparation Com- 
mission are consulted it can be established as a matter of fact 
that up till now Germany has been credited with about 5% 
milliard gold marks paid in cash or in kind, as well in virtue 

of the Armies of Occupation and of repayment of advances of 
coal as in virtue of reparation. (These figures exclude, of 
course, the value of the State or Imperial property ceded.) 

Of these 5% milliard gold marks Belgium has been debited, 
for the same categories, with 1,729 million gold marks—that 
is to say, with less than a third. 

Another calculation may be made taking account solely of 
the sums disbursed by Germany, whether in foreign securities 
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or in paper marks, destined for the Armies of Occupation, 
or in paper marks destined to pay to her own nationals for 
deliveries in kind. We think, indeed, that this calculation is 
more interesting than the preceding one, since it is that of the 
real disbursement of Germany. 

To be absolutely certain of not over-stating the case we will 
exclude from this calculation, as far as Belgium is concerned, 
the value of the equipment (trucks, locomotives, &c.) de- 
livered in virtue of the Armistice Conventions, and, as far as 
Great Britain is concerned, the value of the merchant vessels 
which she has received from Germany. 

Leaving out of account—as mentioned above—the Armis- 
tice material, Belgium has received thus far, for her Armies of 
Occupation, reimbursement of her advances on coal, and for 
her priority, 1,258 million gold marks. 

There must be added to this, if it is desired to take into 
account liquid assets received by Belgium, about 41 million 
gold marks, accruing from the payments made by the German 
office of verification and compensation—total, 1,299 million 
gold marks. 

Under the same heads the various other Allies have re- 
ceived up till now: 

Great Britain, 1,297 million gold marks. 

France, 1,175 million gold marks. 

Other countries, 632 million gold marks. 

The disbursements made by Germany for Belgium and 
Great Britain since the signature of the Treaty of Peace are 
therefore equal. 

We recall, to avoid all misunderstanding, that in the sums 
received by Great Britain and France the part representing the 
expenses of the Armies of Occupation and the reimbursement 
of advances on coal is considerably larger than the correspond- 
ing part of the sums received by Belgium. Nevertheless, from 
the point of view of Germany, the disbursement is of the 
same importance. 

In the light of these explanations, which, we are sure, will 
dissipate all misunderstanding both with regard to the origin 
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of the Belgian priority and to its effects, the King’s Govern- 
ment considers itself entitled to conclude that its attitude 
since the Armistice has been invariably characterized by an 
unshakable fidelity to the general interests of the Entente 
and to the cause of peace. 

This said, the Belgian Government proposes to approach 
anew the essential question of the discussion and to complete 
in that regard the data mentioned in its letter of July 30 last, 


B.—COMPLEMENTARY EXPLANATIONS ON THE SUBJECT OF 

THE SUGGESTION RELATIVE TO THE SOLUTION OF THE PRoB- 

LEM OF REPARATIONS MADE BY THE BELGIAN GOVERNMENT 
In Its NOTE OF JULY 30 


1. The King’s Government has always been of the opinion, 
and it has not ceased to say so to its Allies in the course of 
the negotiations of these last few months, that it is primarily 
of importance that they should agree on the figure of the 
German debt and on its allocation. It is convinced that once 
an understanding is reached on this point the other questions 
under discussion will much more easily be solved. That is 
why it has presented to the British Government, as well as to 
the French and Italian Governments, detailed studies on this 
subject. 

It, therefore, notes with pleasure that appreciable progress 
has been made in the course of the recent exchanges of views. 
In proceeding to give further explanations of its proposals, 
the King’s Government considers it- opportune to make clear 
at once the points in regard to which progress has been made. 

2. In the first place, it is useful and important to note the 
unanimous adhesion to the principle, so well brought out by 
the Italian Government, of the close correlation between the 
question of reparations and that of inter-Allied debts. What 
is of moment, indeed, to the nations of the Entente is to 
know the net sums which they are to receive, and to fix the 
figure it is not sufficient to take account of the payments that 
Germany will make, it is necessary also to know the sums 
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which will have to be disbursed in virtue of the war debts. 
Everyone admits to-day that that is so. 

3. In the second place everybody admits the idea for which 
the Belgian Government tried to gain acceptance in its note of 
July 30, that, if to fix the German debt it is wise to consider 
the debtor's capacity to pay, it is also just and indeed neces- 
sary not to lose sight of the essential needs of the creditors. 
It is to this end that the Belgian Government has laid stress 
on ascertaining those needs and in asking its Allies to state 
amounts in figures. 

The French Government has fixed at twenty-six milliards 
of gold marks (7. e., 52 per cent. of the “A” and “B” Bonds of 
the Schedule of Payments of May 5, 1921) the minimum of 
its credit, on condition that the payment be clear of all 
charges, that is to say, that nothing be deducted for the 
settlement of its war debt, and that it may be able to use the 
“C” Bonds due to it—that is to say, 42,640 millions—to pay 
its debts to Great Britain (12% milliard gold marks) and to 
the United States (13.1 milliard gold marks). The French 
Government, on the other hand, gives up five to six milliard 
gold marks of French credits on various Allies. 

The Italian Government, according to the declaration made 
in December, 1922, at London by Signor Mussolini, has pro- 
posed the simultaneous cancellation of inter-Allied debts and 
the “C” Bonds. Italy is due to receive five milliards of “A” and 
“B” Bonds and 8,200 millions of “C” Bonds; she owes the 
United States seven milliards and Great Britain ten milliards, 
seventeen milliards of gold marks in all. To this sum must be 
added the amount of the Italian debt to France. 

The Belgian Government has fixed at five milliard gold 
marks the sum which it is indispensable that it should still 
receive from Germany. We will explain ourselves more in 
detail in regard to this subsequently. 

There remained one unknown, that was the sum necessary 
to Great Britain. This unknown is known to-day. In its 
note of August 11, the British Government declares that it is 
ready to limit its credit to the sum of 14,200 million gold 
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marks, which represents the actual value of its debt to the 
United States. 

The King’s Government welcomes this declaration. It had 
never thought of depriving Great Britain of the reparations to 
which she was entitled. It understands perfectly that she 
also has need of money payments; it appreciates the great 
sacrifices made by her for the common victory; it is not ignor- 
ant of the material losses which she has suffered during the 
war; it knows her economic difficulties; the number of her 
unemployed, the large fiscal effort which she has made. There- 
fore, the Belgian Government considers the decision of the 
British Government to be dictated by a desire for conciliation 
and agreement and it sincerely appreciates it. 

4. Setting aside the French and Italian debts to the 
United States the amount of the various claims is now known. 
Without prejudging the attitude to be taken by the other 
Allies, whose entire freedom must be reserved and whose 
agreement is necessary, it is possible to conclude from what 
has been established above that the German debt, as fixed 
on May 5, 1921, can be considerably reduced. This reduction 
is such that it will incontestably, as the Belgian Government 
has demonstrated in the most detailed manner in the studies 
which it has submitted to its Allies, admit of the German 
Government after a period of transition facing the annuities 
corresponding to the total thus obtained. 

5. In its note of July 30 last the King’s Government, in 
examining means for facilitating the settlement of reparations, 
has recommended, in case of total or partial cancellation of 
the “C” bonds, a revision of the percentages between the Allies 
of the sums to be received from Germany. 

The British Government regards this request as unfounded, 
the principle of the division among the Allies not being 
affected by a modification of the total to which the percentage 
applies. 

The King’s Government thinks, on the contrary, that there 
is a correlation between the Spa Agreement on the percentage 
and the Schedule of Payments fixing the German debt. 
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A modification of the second agreement calls for a readjust 
ment of the first. 

As a matter of fact, when Belgium accepted the Schedule 
of Payments of May 5, 1921, she counted on receiving, ac- 
cording to the Spa Agreement, 8 per cent. of the 132 milliard 
gold marks represented by the “A” and “B” bonds to the 
extent of 50 milliards and “C” bonds for 82 milliards. If the 
German debt is reduced at the same time as the inter-Allied 
debts by total or partial cancellation of the “C” bonds of 
which the value corresponds to those inter-Allied debts, 
Belgium would not have any counterpart for the “C” bonds 
which she would abandon. If only her share in the “A” and 
“B” bonds were given to her, the advantage which has been 
accorded to her by the Treaty of Versailles by remitting her 
inter-Allied debts would be withdrawn from her, and in- 
directly she would be made now to pay debts from which 
she has been exonerated at Versailles. Evidently such cannot 
be the intention of the British Government. The King’s 
Government’is persuaded that it will be sufficient for it to 
point out this anomaly for it to be taken into account. 

6. Moreover, in its note of July 30 last the King’s Govern- 
ment suggested that it would be equitable to effect the 
modification of the percentages by taking account first of the 
devastated regions. It seemed to it logical, indeed, the repar- 
ation foreseen by the treaty having become impossible, to 
establish a scale and a proportion of the damages and to ac- 
cord a favored position to the devastated regions. 

Did Belgium mean by that to attribute to herself a new 
priority to the detriment of her Allies, as the British Govern- 
ment seems to think? Nothing was further from her thoughts. 

It is the expression “devastated regions” which doubtless 
has caused the misunderstanding to arise. 

By this expression the King’s Government refers to all the 
material damages undergone by all the Allies, and not only 
to the reparation of the devastation undergone by France 
and Belgium. It is necessary, then, equally to comprise in 
this category the material damages caused to England by 
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German aggression, notably, therefore, the sunken boats and 
the lost cargoes at the bottom of the sea. 

In other words, the Government of the King, without 
thinking of excluding any of the damage to property suffered 
by its Allies, simply wished to give damage to property 
precedence to damage to persons, the total reparation for these 
two categories of damage contemplated by the Treaty of 
Versailles no longer being possible. 

The equity of this priority for material damages is generally 
admitted. The King’s Government considers it, therefore, 
useless to insist upon its established advantage. 

The total of the damage to property, although representing 
a figure much lower than that of 132 milliards in April, 1921, 
is still larger than the sums which certain Allies consider to 
be within the possibilities of Germany; but, in our view, the 
payments made by Germany should be divided between the 
Allies proportionately to the respective total of their material 
damage. It is clear that that would involve a modification 
of the percentages, for which the assent of eacl of the inter- 
ested parties would be necessary. But it is to be remarked 
that a reduction of the German debt also involves the 
unanimous consent of the Powers represented on the Repar- 
ation Commission. 

We have explained why Belgium could not admit, ac- 
cording to a simple formula (formule simpliste), that she 
should see the inter-Allied debts of the other Powers paid by 
means of her own “C” Bonds; the Belgian Government has, 
therefore, made an effort to find what is the figure which it 
would have to receive from Germany to establish a kind of 
equality. It considers that if the reparation percentage had 
been valued solely on the basis of damage to property, Bel- 
gium would have had a right to 13 per cent. of the German 
reparations; if the “C” Bonds are cancelled, the 13 per cent. 
applied to the “A” and “B” Bonds would represent 6% milliard 
gold marks. Belgium having received about 134 milliard 
gold marks, it is five milliard gold marks which she believes 
herself entitled to receive of the fifty milliards at which the 
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actual value of the sums still due to-day by Germany would 
be hypothetically fixed. 

If Belgium received a total of 6% milliard gold marks 
instead of the 10 milliards 540 millions contemplated by the 
Schedule of Payments, that would mean that, far from re- 
ceiving the entire reparation which was promised her, nearly 
40 per cent. of her direct damage would remain to her charge, 
not to speak of the enormous indirect damage, a consequence 
of the occupation and of the inevitable loss on her taking 
over the six milliard marks at the Armistice. 

Belgium would then also consent to a serious sacrifice in 
the interest of a common and rapid solution. 

To determine the magnitude of that sacrifice she has taken 
account, however, of the imperious necessity in which she 
finds herself of obtaining the minimum of reparations to 
which her restoration and her financial equilibrium are 
subordinated. Her effort at conciliation with a view to 
maintaining the agreement of the Allies cannot, indeed, exceed 
the limits of this necessity. In order that her Allies may be 
well convinced of this necessity, the King’s Government 
recommends to their attention the statement set forth in the 
Annex to the present letter relative to the financial situation 
of the country, to its burdens, and to the fiscal effort which 


she has made. 


CONCLUSION 


In the course of the negotiations of the last few months, 
as we have indicated above, the discussion has progressed; 
the problem of reparations and that of inter-Allied debts are 
definitively linked. The minimum figure indicated by several 
Allies suggests that the reparation debt will represent a con- 
siderable reduction on the nominal figure of the Schedule of 
Payments of May 5, 1921. Agreement has been reached on 
the necessity of seeing Germany’s currency stabilized and her 
financial system controlled by the Allies. 

It therefore seems to the Belgian Government that the 
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moment has come to modify the procedure followed up till 
now. It believes that the problem has sufficiently advanced 
for amicable and discreet conversations between the Allies’ 
Ministers to take place, not, of course, in the form of a Con- 
ference properly so called. 

In its note of July 20, the British Government put forward 
an analogous idea in proposing the opening of inter-Allied 
conversations. In its reply of August 20, the French Govern- 
ment asked that the negotiations should be conducted with 
more discretion. The Belgian Government associates itself 
with both these suggestions, and believes that the interviews 
which it contemplates would be of a nature to meet the case. 


SECURITY 


The British Government notes the interest which Belgium 
attaches to the question of security. The King’s Government 
does not wish to conclude this letter without once more draw- 
ing the attention of the British Government and in general 
of the Allied Governments to the importance of the problem. 
As long as the security of the countries which have undergone 
invasion is not assured there will be neither a real peace nor 
serious reduction of armaments. The solution of this grave 
problem cannot fail also to exert a happy influence on the 
other questions now in debate. 

Therefore the King’s Government can only affirm afresh its 
desire to discuss this question with the British Government. 

I seize this opportunity, Monsieur |’Ambassadeur, to renew 
to your Excellency the assurances of my very high considera- 


tion. 
ANNEX 
Belgium has expended up till now in pensions and on war 
damages properly so-called more than 1734 milliard francs. 
She has disbursed, moreover, on taking up the marks, a 


direct consequence of the occupation, a sum of 7% milliard 
francs. Finally, she has spent three milliard francs to meet 
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the expenses of relief and food supplies incurred when she was 
under German occupation. 

It is to be noted that all these figures take account only of 
sums directly disbursed by the State, without mentioning the 
invisible damages due to the complete stoppage of all pro- 
duction during the four years of war, the disappearance of all 
livestock, the physical enfeeblement of the working classes, 
the carrying off of all economic plants, the loss of all commercial 
connections, and the time necessary for putting the country 
again into a condition toreappear in the international markets. 
These are the losses which it is difficult to estimate, but which 
certainly amount to a large number of milliards, proportion- 
ately much higher for Belgium than for any other country. 

With the exception of about one milliard five hundred 
millions of gold marks, which she has received in virtue of her 
priority, Belgium has covered all these sums by taxation and 
loans—that is to say, by her own resources. 

She finds herself weighed down by a large debt. Apart 
from the debt created for the redemption of the railways, the 
Belgian debt has grown from 1,700,000,000f. in 1914 to 
thirty-six milliard francs on June 30 last. 

Belgium, moreover, has made a considerable fiscal effort, 
since the total of her taxes reaches to-day a figure eight times 
larger than in 1914, and her direct taxes taken alone are twelve 
times higher than before the war. It is impossible for her to 
contemplate a new effort of this kind. 

And yet her burdens must continue to increase. 

According to the Budget statement of 1923 it remains for 
her to expend more than twelve milliard francs to complete 
the reparation of her war damages, without counting the 
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VI 
TELEGRAM FROM LORD CURZON TO THE BRITISH 


CHARGE D’AFFAIRES IN WASHINGTON, 
DATED OCTOBER 12, 1923! 


The information which reaches America will have ac- 
quainted the American Government with the extremely crit- 
ical economic position that has arisen in Europe owing to 
the failure to find any solution for the reparations problem, 
which daily becomes more acute as the financial and political 
condition of Germany grows worse. There does not appear 
to be among the European Powers that unity of thought 
which either renders common action feasible or will be success- 
ful in finding an early solution. His Majesty’s Government 
have during the past nine months made a series of proposals 
to their Allies for meeting these difficulties, none of which 
has been so fortunate as to meet with a measure of acceptance 
sufficient to bring about common action. And yet, without 
such action, not merely Germany but Europe appears to be 
drifting into economic disaster. In these circumstances his 
Majesty’s Government have for long entertained the belief 
that the cooperation of the United States Government is an 
essential condition of any real advance towards settlement. 
America, by reason of her position and history, is more 
disinterested than any of the European Powers. At the 
same time she is directly and vitally concerned with the solu- 
tion of the European problem, if for no other reason because 
in it is involved the question of the inter-Allied debt. 

When Mr. Hughes made his declaration in December 
last both Great Britain and Germany made it clear that 
they would warmly welcome the proffered assistance; and 
whenever the suggestion has been revived it has met with 
the hearty approval of his Majesty’s Government; the 


1 Reprinted from the London Times, October 26, 1923: 
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French Government have hitherto taken a different view. 
This lack of unanimity is, so far as his Majesty’s Government 
are aware, the sole reason why the proposal has not been 
proceeded with. 

His Majesty’s Government were already engaged in 
formulating an inquiry to the United States Government as 
to the manner in which, in the opinion of the latter, the 
united action, which is the common desideratum, could best 
be brought about when they read in the press yesterday 
morning a declaration, reported to have been made by 
President Coolidge, that the American Government rest on 
their proposal of December last. His Majesty’s Government 
warmly welcome this declaration, and hope that they are 
justified in deducing from it that, if the European Powers 
will join in such an inquiry, America will render the promised 
cooperation. 

If his Majesty’s Government have rightly interpreted the 
statement of the President, and if they may count upon an 
encouraging reception being given to such a proceeding, 
they will not hesitate to invite the immediate cooperation of 
their Allies in Europe in an invitation to the United States 
Government to assist in the proposed inquiry, by deputing 
a delegate, whether official or unofficial, to take part in it. 
If, on the other hand, it were proposed to hold such an inquiry 
although complete unanimity had not been forthcoming at 
this end, might his Majesty’s Government and the majority 
of the Allies still hope for American cooperation? Alterna- 
tively, if it were proposed that such an inquiry should be 
entrusted to the Reparation Commission or to a body ap- 
pointed by it, would America still be willing to participate? 

It is in the firm belief that the American Government 
have it in their power to render a great service to the security 
and peace of the world that his Majesty’s Government, 
speaking in the name of the whole British Empire as repre- 
sented in the Imperial Conference now assembled in London, 
desire to associate themselves with the renewed proposal of 
the President, and they will be glad to receive from the 
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American Government any suggestion that the latter may be 


disposed to offer in reply to the questions which I have ven- 
tured to put. 
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VII 


AIDE MEMOIRE FROM THE GOVERNMENT OF 
THE UNITED STATES TO THE BRITISH 
GOVERNMENT, OCTOBER 15, 1923! 


Department of State 
Washington, October 15, 1923. 


In reply to the communication of His Majesty’s Chargé 
d’Affaires, of October thirteenth, the Secretary of State desires 
again to express the deep interest of the United States in the 
economic situation in Europe and its readiness to aid in any 
practicable way to promote recuperation and a re-establish- 
ment of economic stability. The Government of the United 
States has viewed with deep concern the lack, as His Majesty's 
Government expresses it, of that unity of thought on the 
part of the European Powers essential to common action. 
The views of the Government of the United States as to the 
importance of agreement among the Allies and the relations 
of the Government of the United States to the questions 
involved were set forth in the statement of the Secretary of 
State to which His Majesty’s Government refers, and these 
views are still held. It is observed that His Majesty’s Gov- 
ernment states that Great Britain and Germany made it 
clear that the proffered assistance would be warmly welcomed 
by them, and that His Majesty’s Government has always 
heartily approved the suggestion, then made by the Secre- 
tary of State, whenever it has been revived, and that so far 
as His Majesty’s Government is aware the sole reason why 
the proposal has not been proceeded with has been lack of 
unanimity among the interested Powers. 

It is believed that present conditions make it imperative 
that a suitable financial plan should be evolved to prevent 
economic disaster in Europe, the consequences of which 


1 Reprinted from official text supplied by the Department of State. 
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would be world wide. It is hoped that existing circumstances 
are propitious for the consideration of such a plan inasmuch 
as the abandonment of resistance on the part of the German 
Government will present a freer opportunity and an imme- 
diate necessity for establishing an economic program. The 
Government of the United States is therefore entirely willing 
to take part in an economic conference, in which all the 
European Allies chiefly concerned in German reparations 
participate, for the purpose of considering the questions of 
the capacity of Germany to make reparation payments and 
an appropriate financial plan for securing such payments. 
It is deemed advisable, however, to emphasize the following 
points: 

(1) Confirming what was said by the Secretary of State 
in his statement of last December to which you refer, the 
Government of the United States has no desire to see Ger- 
many relieved of her responsibility for the war or of her just 
obligations. There should be no ground for the impression 
that a conference, if called, should have any such aim or 
that resistance to the fulfillment of Germany's obligations 
has any support. It should be evident that in the effort to 
attain the ends in view, regard must be had to the capacity 
of Germany to pay and to the fundamental condition of 
Germany’s recuperation without which reparation payments 
will be impossible. 

(2) Such a conference should be advisory; not for the 
purpose of binding governments who would naturally be 
unwilling to pledge their acceptance in advance, but to assure 
appropriate recommendations by a thoroughly informed and 
impartial body intent upon the solution of the difficult pend- 
ing problems upon their merits. 

(3) The Secretary of State notes the observation in the 
communication of His Majesty’s Government that the Euro- 
pean problem is of direct and vital interest to the United 
States “if for no other reason because the question of inter- 
Allied debt is involved therein.” The Government of the 
United States has consistently maintained the essential 
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difference between the questions of Germany’s capacity to 
pay, and of the practicable methods to secure reparation 
payments from Germany, and the payment by the Allies 
of their debts to the United States which constitute distinct 
obligations. In the statement of the Secretary of State, to 
which His Majesty’s Government refers, it was said: 

“The matter is plain enough from our standpoint. The 
capacity of Germany to pay is not at all affected by any 
indebtedness of any of the Allies to us. That indebtedness 
does not diminish Germany’s capacity, and its removal 
would not increase her capacity. For example, if France 
had been able to finance her part in the war without bor- 
rowing at all from us, that is, by taxation and internal 
loans, the problem of what Germany could pay would be 
exactly the same. Moreover, so far as the debtors to the 
United States are concerned, they have unsettled credit 
balances, and their condition and capacity to pay cannot 
be properly determined until the amount that can be 
realized on these credits for reparations has been deter- 
mined. 

“The Administration must also consider the difficulty 
arising from the fact that the question of these obligations 
which we hold, and what shall be done with them, is not a 
question within the province of the Executive. Not only 
may Congress deal with public property of this sort but 
it has dealt with it. It has created a Commission and 
instead of giving that Commission broad powers such as 
the Administration proposed, which quite apart from 
cancellation might permit a sound discretion to be exercised 
in accordance with the facts elicited, Congress has placed 
definite restrictions upon the power of the Commission in 
providing for the refunding of these debts.” 

It is hardly necessary to add, as it has frequently been 
stated by the Government of the United States, that while 
the American people do not favor cancellation of the debts 
of the Allies to the United States or of the transfer to the 
people of the United States of the burden of Germany’s 
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obligations, directly or indirectly, the Government of the 
United States has no desire to be oppressive or to refuse to 
make reasonable settlements as to time and terms of pay- 
ment, in full consideration of the circumstances of the Allied 
debtors. It may be added that the establishment of sound 
economic conditions in Europe, the serious reduction of 
military outlays and the demonstration of a disposition of 
European peoples to work together to achieve the aims of 
peace and justice will not fail to have their proper influence 
upon American thought and purpose in connection with such 
adjustments. 

In further reply to the communication of His Majesty's 
Government it may be said that the Government of the 
United States is not in a position to appoint a member of the 
Reparation Commission inasmuch as such an appointment 
cannot be made without the consent of the Congress. The 
Secretary of State has no doubt, however, that competent 
American citizens would be willing to participate in an econ- 
omic inquiry, for the purposes stated, through an advisory 
body appointed by the Reparation Commission to make 
recommendations, in case that course after further considera- 
tion should be deemed preferable. 

As to the further question, whether American cooperation 
in an inquiry for the purposes described in the communica- 
tion of His Majesty’s Government could be hoped for in case 
unanimity of the European Powers could not be had, the 
Government of the United States must again express the 
view that the questions involved cannot be finally settled 
without the concurrence of the European Governments direct- 
ly concerned. Other governments cannot consent for them; 
and it would manifestly be extremely difficult to formulate 
financial plans of such importance and complexity without 
the participation of those whose assent is necessary to their 
fulfillment. In view of the existing exigencies it is hoped that 
the project of such an inquiry as is contemplated of an ad- 
visory nature, might commend itself to all these Powers and 
that the question suggested will not arise. But if it should 
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arise, through lack of unanimity on the part of the European 
Powers, the Government of the United States must reserve 
decision as to its course of action in order that the develop- 
ments in such a contingency may be fully considered and 
that course taken which will give best promise of ultimate 
success in securing the desired end of re-establishing the essen- 
tial conditions of European peace and economic restoration. 
To the attainment of that end it may be repeated the Govern- 
ment of the United States desires to lend its assistance in any 
manner that may be found feasible. 








———, 


VIII 
THE GERMAN NOTE OF OCTOBER 24, 1923! 
Addressed to the Reparation Commission 


On January 13 last the German Government informed the 
Reparation Commission that owing to the occupation of the 
Ruhr basin it had discontinued the performance of reparation 
obligations to the Powers taking part in that occupation. 
By a note dated January 26 last the Reparation Commission 
replied to this notification to the effect that it considered as 
null and void thenceforth the requests formally made by the 
German Government with a view to reaching a new settle- 
ment of the reparation question, and that, this being so, all 
the provisions of the Schedule of Payments of May 5, 1921, 
became due. 

Now, the German Government, having by its declaration 
of September 26, 1923, called upon the population of the 
occupied territories to give up passive resistance against the 
occupation of the Ruhr basin, and having annulled the or- 
dinances and the instructions issued with regard to the resis- 
tance, its decision to discontinue the performance of the 
reparation obligations to the Powers participating in the 
occupation of the Ruhr has simultaneously become inopera- 
tive. The German Government consequently states expressis 
verbis that it is in principle prepared to resume the execution 
to these Powers of the obligations provided for in the Treaty 
of Versailles. 

On the other hand, the change which has taken place in the 
state of affairs in Germany since January last and has brought 
about the present economic situation has, in point of fact, 
deprived the German Government of the possibility of raising 
at present the funds requisite for enabling it to finance the 
obligations stipulated in the Treaty of Versailles. Since the 
German Government's statements of November 14 and 27, 
1922, were delivered there has come about, by reason of the 


1 Reprinted from the London Times, October 25, 1923. 
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occupation of the Ruhr basin and of the economic and financial 
severance of the territories of the Rhine and the Ruhr basin 
from the remainder of Germany, a radical change in the re- 
sources and capacity of Germany. Owing to the decay of the 
economic life of Germany and of German finances resulting 
therefrom, the German Government—as the Reparation 
Commission is well aware—was, as early as August ITI, 1923, 
compelled, while recognizing in principle its obligation to 
carry out the stipulations at issue, to proclaim its inability in 
point of fact to make further deliveries in kind to the other 
Powers. For the same reason the German Government. is 
quite as unable at present to continue or to resume the financ- 
ing of these obligations. 

The German Government consequently submits to the 
Reparation Commission a request to enter upon an examina- 
tion of the resources and capacity of Germany—in pursuance 
of Article 234 of the Treaty of Versailles—as well as to give 
the representatives of the German Government an oppor- 
tunity of explaining with full particulars the actual state of 
the resources and capacity of Germany and to make known 
the measures taken by her Government with a view to bring- 
ing about budget reforms and the stabilizing of German 
currency. 

As regards the decree concerning the creation of the German 
Rentenbank, by which a reform of German currency has been 
prepared, I beg herewith to submit it to the Reparation 
Commission. 

The German Government has learned that the Reparation 
Commission has handed on to its finance service for examina- 
tion and report the technical suggestions of the Belgian 
Government with regard to the settlement of the reparations 
problem. The German Government is submitting in writing 
to the Reparation Commission its observations on the Belgian 
suggestions. Considering the complicated nature of the 
matter in hand, it may be advisable to give its representatives 
a chance of stating by word of mouth their views on the 
Belgian suggestions as well as on the German observations. 
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IX 


SPEECH OF GENERAL SMUTS, PRIME MINISTER 
OF THE UNION OF SOUTH AFRICA, BEFORE 
THE SOUTH AFRICAN LUNCHEON CLUB, 
LONDON, OCTOBER 23, 1923! 


* Eg * 


I am not going to say more about the work of the [British 
Imperial] Conference. But I do wish to speak to you to-night 
about the European situation, thedangerous position into which 
we are drifting, and the way out as I see it. What I shall say 
commits nobody, and constitutes simply my personal observa- 
tions and suggestions on a situation dark and dangerous 
enough to perplex the wisest. And I shall not go into parti- 
culars, but shall try to indicate in a general way in what 
spirit I think the difficulties should be approached. Things 
have gone very far; and it is only quick and resolute action 
that can now save a large part of Europe from disaster. 

Speaking here to-night as a South African to a great gather- 
ing of South Africans, I feel that the occasion is specially 
appropriate for a reference to the present troubled Europe. 
We South Africans have no special interests to serve, we 
stand outside the arena of disputants, we have no antagon- 
isms, and we cherish no bitterness. What is more, we are 
connected with them all, and in a measure we sympathize 
with them all. Besides Holland, which is very dear to many 
of us, France and England are the principal mother countries 
of our people. Our attitude is one of all-round good will, 
friendliness, and helpfulness. 

We have not only the right to speak with frankness and 
candor, but I also feel that I have a very plain personal duty 
in the matter. Of the great number of public men whose 
names stand under the Peace Treaty there are only two or 


1 Reprinted from the London Times, October 24, 1923. 
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three who still survive in power to-day. For better, for worse, 
I am one of them, and the responsibility for what was done 
at Paris, for the settlement contained in the Peace Treaty, 
weighs heavily on my conscience, in spite of the fact that 
I signed it only under protest, and under a sense of foreboding 
of future calamities, which have come only too true. And I 
have, therefore, all the more reason and inducement to express 
my views on the situation with complete frankness and 
sincerity. 

But there is another and more important reason why South 
Africa should speak in the present crisis. We have very good 
evidence to give. South Africa is an expert witness. Small 
and comparatively unimportant as we are among the nations 
of the world, we have yet a rich and unique experience in the 
sort of trouble through which Europe is now passing. We 
also had our age-long contention between the white races in 
South Africa, which culminated in a great war, with all its 
horrors of loss and suffering. We also had our devastated 
area, which covered not merely a small strip of our own land, 
but practically the whole of the interior of South Africa. 
Defeated, broken, utterly exhausted, my little people also 
had to bow to the will of the conqueror. But it was not an 
impossible peace. The war was not continued in another 
form after the peace. The Boers were not treated as moral 
pariahs and outtasts. Decent human relations were re- 
established and a spirit of mutual understanding grew up. 
The human atmosphere improved until in the end simple 
human fellow feelings solved the problems which had proved 
too difficult for statesmanship. 

Four or five years after the conclusion of the war a new 
settlement was come to, based on mutual trust and friendship 
between the races. And South Africa to-day is perhaps the 
most outstanding witness in the realm of politics to the value 
of a policy of give and take, of moderation and generosity, of 
trust and friendship, applied to the affairs of men. What 
wisdom and moderation could achieve in Africa they can 
also achieve in Europe. Let us have faith in the great human 
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principles and values, and our faith will not be brought to 
confusion. Human nature is the same in all continents, and 
what could be done for the descendants in Africa can surely 
also be done for the parent peoples in Europe. 

To-night I am bringing a message from South Africa to the 
parent peoples of Europe. We are now more than four years 
from the Peace of Versailles, but there has been no peace yet. 
The war among the peoples has been merely transferred to 
the economic plane, and is to-day being carried on in a more 
intensive and destructive manner than during the Great War. 
Four or five years ago we were singing our songs of victory; 
to-day we are all marching to certain and inevitable defeat— 
victor and vanquished alike. The international chaos is 
growing. The economic and industrial structure of Europe 
is cracking in all directions. Weariness and despair are sap- 
ping the morale of the peoples. Military hysteria is sapping 
their depleted financial resources. Everywhere you see armed 
men, everywhere gigantic armies, even among the small new 
States which cannot possibly afford them. In spite of the 
disappearance of the German Army there are now almost a 
million and a half more men under arms than in August, 1914. 
The black hordes of Africa have been called in to redress 
the moral and political balance of this mother-continent 
of civilization. The human principles are everywhere 
derided and degraded. The standards of living for the 
peoples are everywhere sinking to lower levels. Famine for 
large numbers is not far off. Can we continue much longer 
on this march to destruction, this pilgrimage, this crusade 
of suicide on which Europe has started? 

I wish to declare with all the seriousness possible that the 
situation which has arisen in Europe, partly under the Peace 
Treaty, partly apart from the Peace Treaty, and partly in 
defiance and breach of the Peace Treaty, is such as was never 
contemplated or intended by anybody at the Peace Con- 
ference. We are to-day confronted with a situation which 
not only makes the execution of important sections of the 
Peace Treaty impossible, but which is actually a menace to 
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the general peace settlement come to at Paris. And there 
looms before us not the distant possibility, but the near and 
immediate prospect, of the disasters to which I have just 
referred. What are we to do? Drift will be fatal; half- 
measures, palliatives, expedients, such as politicians resort 
to when hard pressed, will no longer avail anything. Either 
a comprehensive settlement now with some measure of 
finality about it, or else let the situation drift and develop 
until it brings about its own horrible Nemesis, and shocks 
and shames the conscience of the whole world into action. 

And who knows what may then happen? Who can con- 
ceive the suffering before that happens? I vote for a gallant 
attempt now to save Europe from the dangers which threaten. 
But whatever we do let us avoid the process of patching, of 
temporizing, of playing with the dreadful reality which has 
already made possible the slow, steady, fatal deterioration 
of conditions all round. Faith, courage, and real statesman- 
ship are wanted. A thorough overhauling of the position 
into which we have drifted is wanted. A radical reconsidera- 
tion and, where necessary, revision of existing arrangements 
are wanted. 

The time has come for the convocation of a great Con- 
ference of the Powers who are mainly interested in the Repa- 
ration question, and at this conference the Governments of 
the Powers should be directly represented. The situation is 
much too difficult and threatening to be dealt with by any 
subordinate authorities. Neither the Reparation Com- 
mission nor even the Council of the League of Nations should 
be called upon to deal with it. They have not the authority 
or the responsibility which rests directiy on the Governments 
of the Powers. It is a business for principals, not for agents. 
The conference may decide to refer certain inquiries to sub- 
ordinate bodies, but it must act and decide itself. 

Decisions of far-reaching importance will have to be taken. 
There may even be the parting of the ways, and the history of 
Europe may never be the same thereafter. If the task before 
it is to be done, it will be a conference unlike any that has 
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been held in Europe since the Peace Conference. Its impor- 
tance, therefore, cannot be overestimated. I know that nego- 
tiations are afoot to bring about such a conference, and shall 
therefore refrain from saying any more about it except this: 
I have no reason to think that any of the Powers concerned 
would decline to come to such a conference, but I am clear 
in my mind that the absence of one or other Power should 
not prevent the rest from meeting and dealing with the situa- 
tion to the best of their ability. 

It is, however, in my judgment, vitally important that 
the U. S. A. should be there as an active member and bear 
her full weight, which, under the circumstances, may be 
more decisive than that of any other Power. In her distress 
Europe is to-day more than ever turning her eyes and stretch- 
ing out her hands to the great daughter nation in the West. 
The appeal is not so much for material assistance as for moral 
support in this dark hour. It is the lack of moral justice which 
is Europe’s undoing. The peoples of Europe have faith in 
America, they believe in her impartial justice, and they feel 
that without the reinforcement of her moral idealism Europe 
has no longer the strength to save herself. I share that faith 
and that feeling, and I have complete confidence in America’s 
readiness to act at the right time. President Coolidge has 
already in his recent statement taken up the initiative; it is 
being followed up, and the New World may once more come 
in to redress the balance of the Old, as it did one hundred 
years ago, and as it again did six or seven years ago. 

The main issue for settlement at the conference will be the 
reparation question. And the stage which this question has 
now reached renders a satisfactory solution possible, if only 
statesmen will be reasonable and desire a solution at all. 
It is now universally recognized that the amount fixed by the 
Reparation Commission in May, 1921 (£6,600,000,000 sterl- 
ing), was too high, could not be paid, and even if it were paid 
the consequences for industry would be calamitous. It would 
mean that the standard of living for German workers must 
be lowered to an extent which would render industrial pro- 
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duction in other countries, in competition with Germany, 
almost impossible. The amount has to be reduced to a 
reasonable figure, and from the recent correspondence between 
the British, French, and Belgian Governments it appears 
possible to arrive at such a reasonable figure. It would, in 
addition, be necessary to give Germany a moratorium of 
about two years before payments are begun in order that 
she may in the meantime reform her currency, re-establish her 
credit, and balance her budget. 

I have consulted many of the most competent financial 
authorities, both in this country and on the Continent, and 
they are all agreed that if the total reparation amount is 
fixed at a reasonable figure (about which there is a great 
measure of agreement), and if a reasonable moratorium is 
given in order to enable Germany to put her financial house 
in order, large and increasing annual payments of reparations 
could thereafter be made by her. In short, they are all agreed 
that, if only the political questions are out of the way, the 
technical financial questions are all capable of solution, and 
it may not even be necessary to go as far in the way of credit 
assistance to, and financial control of, Germany as was 
necessary in the case of Austria, in view of the greater financial 
and industrial resources of Germany and her inherently 
sounder position. 

Germany is, therefore, still in a position to pay reasonable 
reparations, which will amount to a very large figure and go 
far to ease the burdens resting on the taxpayers in Allied 
countries. The danger is that if the situation is not gripped 
and stabilized now, the disintegration, economic and political, 
of Germany, which has already begun, may soon be com- 
pleted, and then all chance of recovering Reparation pay- 
ments will disappear, perhaps for ever. 

I am afraid it is not generally realized how serious a posi- 
tion that would be for this country. By the printing press 
and the disappearance of the mark, Germany has cancelled 
her internal debt. She has since the peace vastly improved 
her industrial plant and equipment and organization, which 
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are now much in advance of anything you have in this 
country. And if, for one reason or another, she is also freed 
of reparation payments, her industries could restart in the 
future to a large extent unhampered by the vast tax burdens 
which will continue to depress industry in this country, 
Here your money, your currency, is still quite close to the 
gold value, and your war debts, both internal and external, 
will have to be paid in full. The people, and especially the 
industries, of this country will have to bear a colossal burden 
of taxation for two generations which their competitors 
abroad will largely escape. 

Apart from all other considerations, this country has 
therefore every possible financial inducement to press for a 
settlement of the reparation question without further delay. 
There are other considerations also. The delay which has 
always taken place has opened up other and more difficult 
issues than the reparation question itself. And unless the 
reparation issue is speedily got out of the way, Europe may 
soon be faced with a situation in which the reparation issue 
will be swallowed up and disappear in far more grave issues. 

I am going to-night to refer to some of these issues, and I 
shall do so quite frankly. The position in Europe and in 
this country to-day demands sincerity and candor from all 
of us, and especially from public men. 

The Ruhr occupation is one of the grave issues to which I 
refer. It is a grave matter from whatever point of view it is 
considered. From the purely reparation point of view all 
the experts, whom I have consulted, are unanimously of 
opinion that as long as the Ruhr occupation continues there 
can be no reparation payments by the German Government. 
The occupation will not only yield no payments but will 
render the payment of reparations impossible. While the 
industrial heart is severed from the body of Germany, her 
Government cannot restore her finances and cannot even 
prepare to pay reparations. 

From the purely reparation point of view, the least that 
should be done is that the Ruhr occupation should, without 
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further delay, become an invisible occupation, and that all 
barriers between the Ruhr and the Rhineland, on the one 
hand, and the rest of Germany, on the other, should be 
removed, and that free and unhampered trade relations 
between the two should be restored. Unless at least that is 
done, all discussions and settlements of the reparation 
question will be in the air and have no relation to facts at 
all. This is grave enough, but this is not all. 

The Ruhr occupation can also be considered from the 
point of view of a productive pledge, to be worked by the 
occupying authorities in default of official reparation pay- 
ments by the German Government. This is the official 
French viewpoint. But see what it means. It is not merely 
a bare occupation to exercise pressure on the German Govern- 
ment. It is a direct exploitation of German territory, entirely 
unprovided for in the Versailles Treaty. It cannot be squared 
with the reparation provisions of the treaty. It means the 
substitution by France of her own scheme for that which is 
contained in the treaty. 

If the agreements now being concluded between General 
Degoutte and the Ruhr industrialists were to come up before 
the Reparation Commission for confirmation, the legal issue 
would at once be raised, as the Commission can only carry out 
the provisions of the treaty, and have no other authority or 
power. The French hate the word “revision,” and yet they 
have actually begun the revision of the Versailles Treaty! 
They are enforcing a settlement outside and different from 
that provided for in the treaty. They have the congratula- 
tions of all those who hate the treaty. They have begun a 
process which will go very far. And it is as well for the world 
at once to recognize the far-reaching significance of the 
French initiative. 

But there is a far graver aspect from which the Ruhr 
occupation can be considered, and will more and more come 
to be considered in the future. In the recent correspondence 
the British Government have stated their view that the occu- 
pation is illegal. With all their authority and responsibility 
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they have declared before the world that the Ruhr occupation 
is a breach of the Versailles Treaty on the part of France and 
Belgium. They have asked that the question should be de- 
cided by the Supreme Court of Appeal among the nations, by 
the High Court of International Justice. Their request has 
not been granted, and will not be granted, for the simple 
reason that there can be no doubt in the matter. If the action 
of France and Belgium is right and legal under the Treaty, 
then any one signatory of the treaty can at any time allege a 
breach of the treaty by Germany, and thereupon proceed to 
invade her territory, and claim to do so under the treaty. 
Such an interpretation of the Peace treaty is on the face of it 
unfair and wrong. 

Let us realize the gravity of the declaration made by the 
British Government; the issue raised by them is fundamental. 
The greatest issue in the international relations, not only of 
Europe, but of the whole world, has once more come to the 
front. We are back in August, 1914. It is again the scrap of 
paper. Once more a great instrument of European settlement 
has been broken. We entered the Great War to avenge such a 
breach. It bodes ill for the future peace of Europe that four 
years after the war we should have to face the same sort of 
situation again. 

The British people will no doubt be invited to share in the 
spoils of the Ruhr; our hardpressed industrialists may feel 
tempted to accept the invitation. My advice is to have noth- 
ing to do with the Ruhr. The declaration of the British Gov- 
ernment has made it impossible for this country to join in any 
shape or form in the Ruhr business. The shame and humilia- 
tion would be more than any proud people could bear. If we 
are to go into the Ruhr, let it be by way of a general legal 
settlement, and not by the back door of illegal occupation. 

Besides, I do not believe there will be any great spoils in the 
Ruhr. The productive gauge will only produce confusion and 
the burden of keeping a starving population alive. It will 
produce misery and hatred without measure, and in the end 
such an indelible impression on the public opinion of the 
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world as will cost France more than the devastations of the 
Great War. Let us by all means keep out of this disastrous 
business. 

For the present the Ruhr occupation bars the way to 
reparations. There is another danger on which I wish to say 
a word. I refer to the menace of German disintegration. 
There are many disquieting signs that Germany is going to 
pieces. This is due partly to the inherent weakness of the 
Republican régime established after the war and to the ab- 
sence of real leadership in Germany, partly to the mistaken 
financial and reparation policies of her successive Govern- 
ments, and partly to the dreadful policy of France, which on 
the Rhine and the Ruhr and elsewhere has applied a relentless 
pressure far beyond the feeble power of the new Germany. 

A very grave responsibility rests on France before history. 
France can, perhaps, afford to regard the prospect of Ger- 
many’s dissolution with equanimity, though even from her 
angle that would be a short-sighted view. But this country 
and the small countries which surround Germany on the 
Continent cannot be indifferent to Germany’s fate. To all of 
them the economic and political dissolution of Germany 
would be a first-class, and irreparable disaster. For them, too, 
it would mean immediate economic chaos, and it would 
open up the possibility of future political dangers to which I 
need not here refer. Germany is both economically and 
politically necessary to Central Europe, and her complete 
breakdown would shake and render insecure the whole 
European situation to an extent far beyond what anybody can 
foresee to-day. It is, therefore, to the interest of this country 
as well as to that of the Central European States in every 
legitimate way to prevent the breakdown of Germany. 

What can we do? In my opinion we can, at any rate, follow 
the benevolent policy which this country adopted towards 
France after the Napoleonic wars. We can give Germany 
the moral support which will mean very much indeed, per- 
haps everything, to her in her hour of adversity. It is not 
enough merely to express pious opinions favorable to her. 
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The position which this Empire occupies in the world entitles 
it to an authoritative voice in the affairs of Europe. And 
it is for us to assert that great position and to see that a 
state of affairs is not brought about, in spite of us, which will 
profoundly affect the industrial position and political rela- 
tionships of this country and bring about chaos on the Conti- 
nent. To all whom it may concern we should make it per- 
fectly clear, in friendly but unmistakable language, that in 
certain eventualities this country will have regard to its own 
interests and take whatever steps are necessary to that end, 

To-day’s news is so grave as almost to justify the conclusion 
that it is now too late to save Germany from disruption and 
from at least temporary disappearance. I think that view 
would go too far. Even yet I do not despair. A resolute and 
determined diplomacy even now would work wonders. And 
if (as I hope she will do) Germany makes a last appeal and 
throws herself on the compassion of her conquerors in the 
Great War, I trust this great Empire will not hesitate for a 
moment to respond to that appeal and to use all its diplo- 
matic power and influence to support her, and to prevent a 
calamity which would be infinitely more dangerous to Europe 
and the world than was the downfall of Russia six or seven 
years ago. In any case, what we do should be done quickly, 
for the crisis in its most acute form has arrived. 

I wish finally to say one word on the subject of inter-Allied 
indebtedness, which is closely connected with that of repara- 
tions. This country has been very strongly pressed to cancel 
all her claims against the Allies; so has America. Here, too, 
I see the possibility of a satisfactory solution both from our 
own and the American point of view, and shall not go into 
further details. 

I would, however, urge a point which seems to be of funda- 
mental importance. Do not let us from mistaken motives of 
generosity lend our aid to the further militarization of the 
turopean continent. People here are already beginning to be 
seriously alarmed about French armaments—on land and in 
the air. In addition to these armaments, the French Govern- 
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ment have also lent large sums to the smaller European 
States around Germany, mainly with a view to feeding their 
ravenous military appetites. There is a serious danger lest a 
policy of excessive generosity on our part, or on the part of 
America, may simply have the effect of enabling France still 
more effectively to subsidize and foster militarism on the 
Continent. If there is to be generosity on our part, let there 
also be a cessation of militarism on the Continent. 

If things continue on the present lines this country may 
soon have to start re-arming herself in sheer self-defence. 
It would be monstrous if her generosity only resulted in 
placing her rivals in a more favorable position for purposes 
of aggression. This people should not be called upon to pay 
for Continental militarism. The peace was based on the 
idea of disarmament, and the Covenant of the League made 
provision for disarmament. We have shown our good faith 
by disarming, almost beyond the safety limit. Let there be 
good faith all round in carrying this policy out, and let both 
America and Great Britain use their position as creditors in 
order to promote this policy of disarmament, which is so 
essential to the welfare of Europe and the peace of the world. 

Before I end, I beg leave to say a word in all modesty to 
France. My message is for France, too. Much of what I 
have said to-night may sound like an indictment of French 
policy. And in a sense that is true. But while I am in total 
disagreement with the policy of the French Government, 
I feel a profound sympathy with the people of France. The 
French people sincerely thought they were going to get 
reparations out of the Ruhr adventure, and in embarking on 
it had no deliberate intention of breaking up Germany. I 
recognize, too, that the French agreement to the Treaty of 
Versailles was only obtained by the promise of the Treaty 
of Guarantee by Great Britain and America, and that the 
breach of that promise let the French down badly, and made 
them feel alone in the world. No wonder that they were in 
consequence led to adopt a policy of force as an alternative. 

But it is a barren policy. There is no real security to be 
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obtained by the sword. And in the end the burden of dominat- 
ing Europe by force must prove insupportable. France 
knows from her own history and past sufferings that there is 
a nobler way, and we desire with all our hearts that she 
should return to that way. Even now the real liberal France 
is very much alive, although it is no longer vocal or in power. 
And liberal France knows that pacts of guarantee are not as 
powerful as the comradeship of liberal ideals. In the dark 
period on which Europe is now entering there is far more 
security for France in the company of liberal England and 
America than in all the legions, white and black, which she is 
mustering, and in all the unstable combinations which her 
Government is laboriously building up in Europe. 

I sympathize with France. But I am equally moved by 
profound pity for Europe, and horror of the fate to which 
she seems to be moving. And that fate must in the end 
affect France too. You cannot be a patriotic Frenchman 
unless you are also a good European. France occupies to-day 
a proud and pre-eminent position in Europe. Let her in 
the day of her victory and greatness not forget her noble 
historic mission as the great bearer of the liberal tradition in 
Europe. To abdicate that proud position and to place herself 
at the head of the reaction in Europe would be a defeat and a 
disaster, greater than any she has known in all her history. 
It may involve the whole cause of liberalism all over Europe 
in irretrievable disaster. And I would implore her, for her 
own sake as much as for that of Europe, to return to the 
faith of her past and become once more the great liberal 
leader of the Continent. 

I have finished. I have said things which are seldom, if 
ever, said by those in responsible positions, but which must 
be said quite frankly unless all hope of a better and more 
satisfactory European settlement has to be given up. My 
purpose all through has been not to be a respecter of persons 
or Governments, but to stand for the causes for which we 
made unmeasured sacrifices in the Great War. And in the 
reparation and Ruhr questions most of these causes are 
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involved. They involve the final question which goes to the 
root of the whole matter: Shall we have peace based upon law 
and justice? 

Infinite sacrifices have been made to establish the ideal of a 
peace between the nations based on justice and the faithful 
observance of international law and treaty obligations. 
For that ideal the young men fought and died in their millions. 
And the root question for us who remain, and on whom the 
responsibility rests to-day, is whether that sacrifice shall be a 
total loss, or whether, by our earnest and courageous back- 
ing, it shall yet be saved for the future. The future of the 
world depends largely on the answer which we to-day shall 


give to that great question. 


[ror] 
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